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Gatt backs 
Japan in 
anti-dumping 
raw with EC 

JAPAN has scored a " 

rictoryinGfittih ■ 
against the Boro- 
ns decision 


UK calls for 
full Franck 
role in a 
revised Nato 

British Foreign Secretary 
Douglas Hurd urged that 
France should ooce again 
become a fan participant in 
the defence of the west in any 

neur arrangements emerging on so-called “screwdriver” 
from the re thinking of Nato’s assembly plants, 

role. . „ Thedteputesponeleaifhe . 

“Out aT that rethinking it Ja pnrw»« w Mmnilafaf 

is important that there ahoold unequivocally that the duties , 

befUl^fbn Prraudipartk^B- Imposed on Japanese atari- 

tkm in the new arrangements," fnaiictypewiftereandoiheY 
be said. Page 2B products assembled In the EC 

are inconsistent with Gatt 
rules. Page 20 : 

COCOA prices closed In Lon- ■ 1 
dido at the highest levels for 
nearly shr months. The recent 
rise has been largely technical, 
bat tuulerpimied by the paliti- 


Fresh Natal 

South AfrkanpoKce sent rein- 
forcements to Natal, where 
Tirol Mack farfftwre, ignoring 

recent calls for peace, clashed . 
In some of tbe worst fighting 
the province has seen in three ■ 
years of conflict. Rage 20. 

Violence mare poD 

Hmbab weans went to the polls 
following a week of violence 
-c which has marred the preear 
** dential putimiM ifa n y . 
campaigns. Page 6 

US missionary shot 

ITS wnm gBHftfll OriHHffl i win . 

shmary was murdered at his 
home in the southern Lebanese 
village of Bashaya Fakhar on 
Tuesday. The Lebanese Com- 
nnmist Party has dahned 
responsibility. Page 6 

Arab mission to EC 

Arab foreign ministers will 
meet EC ministms fr Luxem- 
bourg on Monday in the first 
of several Arab missions 
designed to back the Palestin- 
ian intifada (uprising) in the 
laraett-oociq^ terroories. 

Abidjan protest 

Soldiers used tear gas todte- 
perse more than 1,000 protest 
era In the centre of Abuflan 
as Illegal demonstrations 
brought the Ivory Coast capital 
to a standstill. Page 6 

Sweden expels spy 

Sweden’s Foreign Ministry - - 
accused a Soviet trade repre- 
sentative of tadnsMaf. canto* 
nage and ordareidhhn to leave. 

Philippine attada 

Communist guerrillas 
launched a senes of attacks 
hi ftp 

21st anniversary erf the foun- 
ding of their rebel army, Mt- 
thiE military and police units 
and killing a Nesttft executive. 


2nd poeilon future* (£ per tonne);- 
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Police arrested the leaders of 
a Serbian nationalist opposi- 
tion party when they tried to 
stage a rally in defiance of a 
ban, the Belgrade ne w spaper 
Vecerxoe Novosti said. 

Contra rebels plan 

Five Central American presi- 
dents are to give priority to 
disarming the US-backed Nic- 
araguan Contra rebels, ata 
siunmtt next week ta Nicara- 
gua. It will be the first regional 
summit to be held in tbe coun- 
try. Page 7 

Turkish resignation 

The Turkish Finance and Cus- 
toms Minister. Mr Ekrem Pak- 
demirlf, resigned late last night 
after a stormy session of the 
•> cabinet, raising doubts about 
the government's abflily to 
last out its second term until 
1993. 

Zaire reforms hinted 

President Mobutu Sese Seko 
of Zaire hinted at political 
reforms in the country he has 
ruled as a one-party state for 
nearly 25 years, saying there 
would be changes. 

Honecker trial off 

East Germany’s disgraced for- 
mer Communist leader Erich 
Honecker and top aides win 
almost certainly not go on trial 
because they are too HI, the 
state prosecutor’s office said. 

Short sharp shock 

Pigeons trying to land on 
Rome’s Trevi fountain will get 
a nasty shock from September: 
restorers raid it would be 
wired with low voltage electric* 
V* ity to keep away pigeons and 
their droppings. 
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cal unrest in the ivory Coast, 

world’s biggest producer, and 

uncertainty about Brazil after 
: economic reforms. 
.Page 34. . . 

MARKETS: Tokyo took 
another battering with the yen 
coothming to devalue againat 
the US dollar and the equity 
market returning to its slide. 
The Nikkei dosed with a Ion 
of 5KL3£Lat 3L263J57. The dollar 
closed nearly Y1 above Tues- 
day's New York dose; trading 
above YISBfor the first lima 
since Januaryl987, Markets* _ . 
back page, section XL — ■ 

EAST GERMAN industry 3s , 

: . even more wM^Hrfqwt -, 

faaxed, with output per head 
pbaafldy as low as 30 per cent 
of West Germany’s rather than 
the previous 50 per craft esti- 
mate, saidTheo Waigei. West 

Gm niim W nawp . 

piagag 

PORTUGAL'S central bank 
is feeing the possible loss cf 
$100m in gidd bullion placed 
through a London affiliate of 
Dread Burnham Lambert the 
Wall Street investment book 
that collapsed in February, 
Pages 

THORN RMZ abandoned an 
attempt to dispose of its 
defonce electronics activities, 
although tbe group hones to 
sdl Systran Donner Corpora- 
tion, its C5 aerospace sub- 
systems and components sub- 
sidiary, to BEE Electronics of 
California. Page 21 

ENERGY: Last-minute upset 
to the privatisation of the UK 
electricity industry was nar- 
rowly averted when the EC 
gave its permission to the pay- 
ment of nuclear power subsi- 
(Hfis.Page20 

GERMAN imffieatimiig creat- 
ing pressure for hJghetlnterest 
rates in the rest of the world, 
the Amex Bank redew 
reported. Page 3 

CONSTRUCTION: The entire 
British and C&itatffan manage- 
men t team responsible for con- 
structing the UK’s tallest bufld 
tag - an 800ft office tower in. 
London’s d ocklands — 
been sacked Page 11 

TRADE: Mexico and the US . 
have both expressed reserva- 
tfons about moves to tighten 
theta trade links with a view 
to the p rontnat fti rmatlnu pf 

a North American Free Trade 
Area. Page 4 

JAPAN’S .national tax agency 
has backed down from a 
demand made last month that 
liquor i m portars provide 
detailed information on the 
costa and prices of each of 
their brands, following strong 



seized after 
to 




BfEda^ ilorlbnerin London,, Lionel Barber 
In Washlngton and Alan rrtad ma n In New York 


etactaadc triggers for 
wfljrhefyjts from the US was 
foiled yesterday at London’s' 
Heatbravt airport after an IS* 
fapnth; 'operation conducted 
Jointly by American and Brit* 

■ mb customs officers. 

Jtour jpeople were arrested, 
incjnomg the Iraqi Airways 
station manager at Heathrow, 
Mir; ttf Latit af ter an attem pt 

■ was' made' to transfa 40 el«5- 
tronic devices to an Iraqi Air- 
ways night. 

. Mr Latif faces deportation. 
The other three people arrested 
are likely to face criminal 
charges:' One of them, Mr A 
Dagnta, a "businessman” ’ who 
was arrested In Esher, Surrey, 
would also have been deported 
had be not had British as well 
as Iraqi nationality.- - 
7 Whitehall officials sa&l last 
ni ght ' that Mr Daghir was a 
director' off a British company' 
— Euramac of. Thames' ptttnw 
Tito other two. 
names were not given, 
are Lebanese and Cypriot. 
They, too,' were .arrested at 
Heathrow. 

According to' a UK «WMai, 
Iraq was probably seeking to 
use the detonators for its Con- 
dor missile, a two-stage rocket 
capable of carrying nuclear 
weapons that has been under 
development since 1985. Iraq 
has used part of $3bn of 
improper letters of credit from 


Italy’s Banca Narionalde del 
Laver o (BNL) to fimd Condor- 
xeiated industrial prol ecta. 

The incident will further 
strain, relations between 
Britain and Iraq. Mr Douglas 
Hurd, UK Foreign Secr etar y, 
resisted press u r e to break dip- 
lomatic relations or withdraw 
trade credits from Iran earlier 
♦Wa mnnth a fter nimofag 

in Baghdad of Mr FaraaS 
Basoft, an Iranian-bom jour* 
nalist working for the 
Observer newspaper, who was 
accused of espionage. 

The arrests are understood 
to have been the final stage of 
a US-UK “sting” operation in 
which customs nfnra*g posed 
as willing w genty tn the smug* 
ding effort: The operation 
began 18 months ago when 
Iraq attempted to acquire a 
series of electronic missile 

mn|mgi pwtn ft im n fffl n p my fa 

San Diego, California. 

The California company 
alerted US customs authorities 
shortly after Iraq first tried to 
place the cader. US and Britfah 
intelligence services have 
worked wfffi other government 
nWiriniit to' track the ship- 
ments. 

■ The US-manufactured elec- 
tronic devices - known as lay- 
tons - arrived at Heathrow 
airport this week cm board a 
TWA flight from Los Angeles 
and Kennedy airport. New 
York, and were taken to a 


Heathrow cargo home. 

Tie devices, described by tbe 
US Justice Department as 
"electricad military 
tars," had been rendered inop- 
erative by the US manufac- 
turer who was 
co-operating with US 


"Customs let the shipment 
go bo as to dSaoavw the desti- 
nation of the material,” the UK 
official sakL.Tha original ship- 
ment from California con- 
tained 4Q "genuine” 

hy a mn ip a n y hi 

San Diego, which oorda^CTve 
o mmpJiWT Arfmwrfiwg devices. 

However, the official said, 
there was a "degree of substi- 
tution" in vflrich fake compo- 
nents were inserted into the 
parirag u, . 

A British Home Office 
spokesman said Mr Latif was 
being departed “for reasons of 
national security and other 
reasons of a political nature 

rwimri^ with f p gM* H«m gov- 

suing the export of strategic 
goods from the UK" 

Mr Gary Mnlhalfin, a missile 
expert who has served as a 
consultant to the US Govern- 
ment, said yester d ay that Iraq 
was attempting to buy more 
than Just the detonators. ■ 
"What they apparently 
wanted .was a. complete pack- 
age of electronics that goes 
into the cenfre of a bomb and 
Continued ea Page 30 


LSE chief outlines plan for 




Hy RichardWators in London . 


THE LONDON Stock Exchange 
yesterday .proposed a . Joint 
development with the German 
Federation of Stock Exchanges, 
throwing open the derate 
about how to build a single 
European stock inari w*, 

Tbe move could cut other, 
centres, such as Paris and 
Amsterdam, outof the develop- 
ment of. tbe: propooed Euro- 
market if they refined. to fol- 
low any lead set by London 
and Frankfurt 
The proposal, made by Mr 
Andrew Hn^i Smith, London 
Stock Exc ha nge chairman, in ft 
speech tn Frankfurt, Is 
intended to break the deadlock 


that i n»a developed ■ be t we en . 
E u ropean exchanges About the 

fr n-w thn ma r k *** riw*flH ah> ‘ 

In iris first important Spaeth 
on the sub)oct since llortfng 
the idea of a Europe-wide 
equity market last year, Mr 
Hugh Smith a t tac h ed a pro- 
posal put forward by the Pads 
bourse for a so-called Single 
European. list. He said it was 
"rigorous, ingenious and coot* 
ristant” but was also "concep- 
tually flawed". 

Udder the French plan, the 
shares of the.lesding compa- 
nies in the Community would 
be traded staraltaneotisly on as 
many Community e xch anges 


to trade them. By 

UIIWWmB UMI IHUw 

wha unit gm§- 

toes would able to use f amili a r 

Sbaredeafing m nmpnnBnfa to 
tradff jffiwBiflnmil ffrh wMto 
each atock market would cap- 
ture a anmu -of the trades in 
t h ese wwwmwIm, . 

Mr Hugh Smith said the idea 
would appeal to retail inves- 
tors. However, it would do 
nothing -to attract p u tfeeefo m fl 

from ^Sde^th^EC^'who 
wanted to deal In a starift mar- 
ket in the European ttaw zone. 
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American General faces $6.4bn 
takeover offer from competitor 


By Roderick Oram in Now York 


AMERICAN GENERAL, a 
Ttnutinfr jjs life insurance en d 
consumer finance group, has 
received a $8.4bn cash and 
shares takeover ^ offer from 
Torchmark, an aggresrise but 

far biwu^m* ramfip rtHnr. 

The Houstm^Sased c omp any 
had no immediate reply but ita 
board 'Will consider the offer at 
Its next meeting on May z 
Some analysts comddered that 
the offer was close to Ameri- 
can General's value. - - 

Torchmaik, based in Bir- 
iritagftam, Alabama, offered to 
pay. $50 a share cmn far 50 per 
nemt at American General 
Torchmark ■ common stock 
worth $50 a share for the 
remainder.. 

Doubts over Torchmark’s 
aMHt rtn flmmm the bid damo- 
eaaed tin martefs enthusiasm.. 
American General’s s 
which Is listed on 
exchanges, rose $8%to 488% in 
New Yoric, while Torchmark's 
rod up $% to $48%. 

[n firiMinfai toms, the bid is 
a fight between a David and 
Goliath. At year-end, Torch- 
mark, which gave no Afarffe 
yesterday of how it would raise 


th fl Wft fb nd s, 
of $4.9bn and 
equity of $796m, whDe Arnett 
can General reported $33Llbn 
and $4Jtat resDectivrtv. 

But Torchmark's manage- 
ment is well respected on Wall 
Street far its expansion of tbe 
long-standing company. Like 
American General whica had a 
9.5 per cent stake In Torch- 
mark In the early L980s, It 
makes good use of Its. own 
8ateflfaroe to sell life iminnmee 
arid other financial service 
to enstamers in their 


But American General may 
have ina d ve rte ntly given a Ud- 
der a- way to partly finance a 
takeover, suggested Ms Joyce 
Colbert, an analysts with S.G. 
Warburg in New Yarik. By its 
own account, American Gen- 
eral has 91mm $2bn of excess 
capital which- new owners 
could use to help pay the take- 
over bffl. 

. Half the capital was 
^aerated last year by the sale 
of . two subsidiaries. Maryland 
Casualty, Its prope rty- casualty 
unit wasboogbt by Zdziffa foe 
Swiss insurer, for $740m.' Its 


health business 
by Blue Cross-Blue 
of Indiana for $l75m. 
The remaining excess capital is 
in its home service Mfe insurv 
anoe business. 

£t divested the low profit 
businesses to concentrate on 
hi ghw marg in fife insurance^ 
mortgage services and con- 
sumer fiwwfft. 

To boost tbs latter busiriB8s, 
it paid $885m in 1908 far 600 
consumer finance offices 
across tbe US fram Manufac- 
turars Hanover. But these were 
Still n i ii tw ro fa n w twR ' M» Cut 
bort said. 

American General operates 
in all GO ftafais tadteBttag that 
Tondunark corild face. a tortu- 
ous batfle with state insurance 
commissions should its offer 
tom into a hostile takeover 


Group, the Calif- 
ornia Insurer, used the regula- 
tory process to delay its take- 
over by BAT of the UK. In 
tom, BAT is now using the 
same device to flght off Hoy- 
lake, the investment vehicle 
led. by Sir - James Goldsmith, 
fHjg WrtHah financier. 
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enropeM ter routes Small Belgian airline 
does battle with the giants ■ 3 


Greek elections Ecologists hope to profit from 
public dread of the ‘dinosaurs’ — .... . .3 


World trades Japanese businessmen zero in 

on Hie Soviet Union 4 

Management: UK design: all sectors suffer as 

cutbacks begin to bite 

Survey! European Off-Shore Finance -—13-16 
Editorial comments Mr Kohi and Mrs 

Thatcher; Free trade In North America 18 

Surveys Electricity Industry Section in 

Europe 

Companies 
America 


Companies - 
Oversea* _ 
Companies - 
World Trade 


Z3 

24 

22 
. S 
23 
, 4 


ante 


10,11 

27-31 
IT 

34 


Companies — — 

Arts Guide + Uevtmn- 
Commodities — 

Oraeaword - — . 42 

Currencies A money — 42 
Editorial C omment ~~~ IS 


Troubled Haiti gets; 
chance off domocraey 

Mrs Ertha Pascal- 
TrouilloL Haiti’s 
interim President, 
could write . herself into 
thetroifoted history of 
her country if she is 
left alone by the army 
and gets help from for- 
eign (Heads and 
neighbours 
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Soviet paratroopers taking part in regular spring military 
exercises board an aircraft in VDntns yesterday 

Lithuania calls 
for end to Soviet 
military action 


By Mark Nicholson in Moscow 


HOPES OF early talks between 
Moscow and the rebellions 

republic of Lfthnamia dimmed 

y este rda y as a tense standoff 
developed over the fide of an 
estimated 1,000 Red Army 
deserters In the Baltic republic. 

LMmanian leaders repeated 
their eagerness to open discus- 
sions with Moscow - prefera- 
bly on "neutral soil” - but 
they said they were not Kkety 
to embrace talks at any level 
with. Moscow without a firm 
larantee that there would be 
no further military action by 
Soviet troops Jn.the repuhHc. 

Mr Vytautas Landsbergis, 
the Lithuanian President, 
ex iae ssed conce r n in a US trite- 
vision i n t erv ie w that Soviet 
troops were preparing far hew 
operations b ec ame they want 
to take away hunting rifles. 
This condition, in which tbe 
force can be used, is very dan- 
gerous," be said. 

The Soviet Defence Ministry 
was . quoted by the news 
agency Tass as saying that 
Soviet farces intended to appro* 
bend all deserters in the rapub- 
fic and return them to their 

Offidals at the Lithuanian ■ 
parUamant said there were an 
est im a t ed 1,000 deserters 


already in tbe Baltic state and 
that a trickle continued to 
arrive from across the Soviet 
Union. Most were said to be 
staying with sympathetic fami- 
lies in small towns and vil- 


roops sdz 
least 23 deserters during dawn 
raids an Tuesday in the capital 
Vilnius and in Ifawnax 
In an indication of continued 
tension in the republic yester- 
day, more than 100 members off 
a lithcaulan .volunteer force 
— last week declared illegal by 
Mr Mikhail Gorbachev, the 
Soviet leader - were deployed 
to guard the S u preme Soviet 
building and key communica- 
tion installations which are 
ntwi fa ijBimwifim bands. 

Ilthnanfan leaders sought a 
solid lmdertslring that there 
would be no farther Soviet mil- 
itary actum on the republic’s 
soil. Mr Bronislavas Knznit- 
skas, a deputy in the Lithua- 
nian parliament, said in an 
Interview that the republic’s 
leaders would not open taiim 
Con tinned an Page 20 
Silent protest in Kosovo, 
Moscow insists on German 
property rights. Page 2; 
Thatcher’s advice, Pago 11; 
Lombard, Page 19 


UK bank 
chief says 
world rates 
are set 
to increase 

By Andrew Marshall 

in London 

THE worid is entering a period 
of higher interest rates, Mr 
Robin Leigh-Femberfam, Gov- 
ernor of the Bank of England, 
said yesterday, al thou eh he 
believed the UK could escape 
farther rate rises. 

The Governor, in testimony 
on last week’s budget to the 
House of Commons Treasury 
ami Civil Service Committee, 
also backed the conditions for 
UK entry to the exchange rate 
mechanism of the European 
Monetary System set out over 
the weekend by Mr John 
Major, UK Chancellor cf the 
Exchequer. 

“The Industrial world Is in 
for an era of high interest 
rates,” Mr Lelgh-Pem berton 
said, responding to questions 
about the prospects far lower 
UK interest rates. 

He said this was partly 
because at rising inflationary 
pressures. But there was also a 
structural change caused by 
the high demand for capital, 
particular ly in easte r n Europe 
and the low level of savings m 
many countries. Including the 
UK. 

However, UK interest rate 
rises did not need to follow 
those in other countries. The 
exception to this would be if 
sterling came under pressure. 

On foreign exchange mar- 
kets, sterling closed little 
changed yesterday, at 
DM2.7850 and $1.6800. The 
Governor's conmwwtg bad lit- 
tle impact on the currency, 
which has been pushed down 
in recent weds fry the budget 
and the Government’s poor 
showing in the opinion polls. 

On the question ' of BRH 
entry, Mr Leigh-Pemberton 
backed the view of Mr MaAor 
that the key question was now 
Inflation. At the European 
Community summit in Madrid, 
Mrs Margaret Thatcher said 
Britain would Jain when other 
EC members removed 
exchange controls, when UK 
inflation was lower and when 
there was p roper co mp e ti tion 
within the Community. 

Echoing Mr Major, Mr 
Leigh-Pemberton said controls 
that remained were “details 
compared with the predomi- 
nant consid e ration of infla- 
tion." Government officials 
dismissed any suggestions of 
disagreement between this 
view and Mrs Thatcher's state- 
ments. 

Mr Lelgh-Femberton said be 
expecte d UK inflation to peak 
in early summer, “around 9 
per cent - maybe higher." 
Rates “under strain”. Page 3 
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Gorbachev spells out aims for new Soviet power base 


By Quanta Peel in Moscow 

THE real significance of a 
switch to presidential role is 
beginning to dawn on the 
Soviet people, as the once 
aO-powenhl Institutions of the 
Communist Party are gradu- 
ally being removed from the 
rains of power. 

The first toll meeting of the 
new Presidential Connell was 
given saturation coverage In 
the official media yesterday, as 
President Mikhail Gorbachev 
spelt out his vision of the new 


With the entire front page of 
Pravda, the definitive voice of 
the Communist Party, devoted 
to the presidency, page two 
was fined with the proposed 
new party rules, shown*; that 
the post of General Secretary 
- the job of party leader since 
the of Joseph Stalin — 
will cease to exist Moreover 
the central co mmi t te e's Polit- 
buro, hitherto the hub of all 
effective authority above the 
Government, wfil become an 
unwieldy federal Institution. 

For almost one-and-a-half 
hours an Tuesday night, Soviet 
television was devoted to the 
presidency, maned only by a 
Freudian slip of the tongue 


when the newsreader referred 
to “Comrade Khrushchev" 
when he meant to say “Com- 
rade Gorbachev”. 

It became clear yesterday 
that, members of the Presiden- 
tial Cmmcfl see it as a ftdttime 
job when Mr Yevgeny Prima- 
kov announced his resignation 
as chairman of the Soviet of 
the Union, one of the two 
chambers of the Supreme 
Soviet 

Although the membership 
remains somewhat bizarre and 
awkwa rd - the appointment 
of two fervent Russian nation- 
alists In the shape of Mr Valen- 
tin Rasputin, the wetter, and 
Mr Veniamin Yaiin, a conser- 
vative workers' leader, has 
bonified the radical intelligen- 
tsia - the body kWhs set to 
become the new power centre, 
beneath Mr Gorbachev himself. 

It represents a dear attempt 
to balance politics, regional 
interests and subject special- 
ists, while falling short of a 
broad-based coalition which 
may still be needed to give pop- 
ular support to unpleasant eco- 
nomic reforms. All its mem- 
bers owe their positions to Mr 
Gorbachev and he can replace 


them when be wants. 

For tiie President, top prior- 
ity clearly remains radical 
action to accelerate economic 
reform, stressing above all the 
p romotion of individual initia- 
lly breaking up state monop- 
olies, and creating “sound com- 
petition’*. To the extent that 
the Connell of Ministers, under 
Prime Minister Nikolai Ryzh- 
kov, has faffed to be radical 
enough, the presidency is now 
set to make me running. 

In words which clearly 
reflect the thinking cf Ms raft- 
cal economic adviser, Prof 
Nikolai Petrakov, Mr Gorba- 
chev promised “measures to 
effect drastic rhsmg pg In the 
management sphere, encour- 
age joint stock ownership and 
elaborate antimonopoly legis- 
lation,” along with separate 
anti-inflation measures. 

However, he also showed 
acute awareness of the failure 
to put reformist words into 
action to date, putting great 
ppipiraria cox the ur ge n t need 
fin: newly elected local councils 

to put land and property 
reform laws into effect 

The other top priority is the 
creation of a new constitu- 


tional basis forthe Soviet fed- 
eration, Jn a desperate efflnet to 
h ffa rt off further atte m pt s at 
fffpftyri i y n lifc* ■ Lithuania's, 
That will be done in the new 
Federal Council, meeting for 
the first time tomorrow. 

Yet reformers already 
believe that Mr Gorbachev's 
hopes to renegotiate the Union 
Treaty will be doomed to fail- 
ure in the fa* of increasingly 
recalcitrant republics and that 
he must cansuar a far looser 
confederation, or even British- 
styte Commonwealth. 

Two other important wak- 
ing bodies have been estab- 
lished. One on law and order is 
chaired by Mr Alexander 
Yakovlev, Mr Gorbachev's clos- 
est political aide, to contain 
the more conservative instincts 
of General Vladimir Kryuch- 
kov of the KGB, Mr Vadim 
WaleaHn at tin* Interior Mini* 
try, and Mr Tarim 

The other new body heralded 
by tiie President Is "a media- 
mum for analysis, drafting 
mechanisms and control" of 
the winds field of foreign eco- 
nomic relations, including tiie 
question of making the rouble 
co n vertible. 





Czechoslovakia set 
to adopt delayed 
economic reforms 
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Gorbachev: the Residential Council's members « 
to 1dm and he can repl ace them when he want* 



By Untie Cofltt in Prague 
THE Czechoslovak 
Government plans to adopt 
principal economic reforms in 
two weeks after delays caused 
by disagreements within the 
Government and rivalries 
between Czechs and Slovaks. 

Mr Vladimir Dlouhy, the 
Deputy Prime Minister and 
of the Planning Commis- 
sion, said yesterday that tin 
reforms to be adopted on April 

12 would include: 

• Internal convertibility of 
the Czechoslovak koruna for 
companies by the end of 1990. 
They will be able to buy unlim- 
ited amounts of hard currency 
hum the banks. 

• Freeing of prices in stages 
by the end of the year, accom- 
panied by tiie a b ofi t ion of sub- 


thrir posts 


East German industry ‘more inefficient than thought 9 


By David Goodhait in Bonn 

EAST GERMAN industry is 
even more inefficient than 
feared, with output per head 
possibly as low as 30 per cent 
of West Germany’s rather than 
the previous 50 per cent esti- 
mate, according to Mr Theo 
Waigiel, the West German 
Finance Minister. 

Addressing the budget com- 
mittee of the West Goman par- 
liament, Mr Waigel neverthe- 
less insisted that higher than 
expected gro wth in West Ger- 
many this year - now esti- 
mated at 4 per cent - made a 
tax increase unnecessary to 
c av er tiie extra casts of unity. 

He admitted that many of 
the problems associated with 
monetary were far Aram 
resolved and that the biggest 
was “the internal debt struc- 
ture In u— t Germany." 

He pointed out that if, as 
seemed increasingly likely, the 
168bn East Goman marks in 
private savings accounts woe 
co n v e rted to D-Marks at a Iff 
rate, then the large debts of the 
corporate sector, where private 
savings were being used, 
would have to receive equal 


i r uM iinmit to avoid creating a 
serious mismatch between 
assets and liabilities In the 
banking system. 

The corporate sector might 
have difficulty paying D-Mark 
interest rates, especially if it 


was rendered na compe n ave py 
a Iff conversion of wages. “We 
must not burden the c or por ate 
sector with too many difficul- 
ties as It tries to make a start 
in the market economy." 

There are growing doubts 


within the centre-right coali- 
tion that a Iff conversion 
should apply across the board, 
with a fewer «*n wrgtan rate 
now being fa vo ure d for wages 
and pensioners. 

Mr Waigel m f i n te rnal 


Talks to open on grand coalition 


TALKS begin today on the formation of a grand 
coalition in East Germany after the Social Dem- 
ocrats abandoned their reservations about join- 
ing a government which will almost certainly 
include the DSU, junior conservative partner of 
the dominant Christian Democrats, writes 
David Goodhait. 

The SPD’s canditfane are that a future gov- 
ernment should hm»«*H«tely recognise tile bor- 
der with Poland and existing ownership rights 
In East Germany and should promote both 
social welfare and worker participation in com- 
pany decisions. 

Mov prob l e matic al will be the dfatifimU on of 
ministries in what Is likely to be a 24-pemm 
government. 

The Issue of how to treat former members of, 
or collaborators with, tiie Stasl secret police 
rmthmiMi to be a dawdimn* theme in East Ber- 
lin. The Bonn Government is pressing for a 


caodHatoKy amtmto bat fn both West 

and East Gmany, faefttritng the groups which 
led t he revolution in its early sta ve s, fear a 
repet i tion of the half-hearted "awSficaiiMi hi 
West Germany and are demanding that all rele- 
vant material be published and ftat flw Swt 
East German parfhrineffit; should be as free as 
j oati Me of tamer Stasl agents. 

• Bonn yesterday announced it would be tight- 
ening p roce d ure s for the entry, of people of 
German origin from eastern Europe (excluding 
East Germany) and the Soviet Union. A total of 
377,000, mainly from Poland, arrived in West 
Germany last year and IOOjMO have already 
■Dived tills year. 

• Erich Hanedur, East O em amiy fe disgraced 
former Communist leader, amd top aides will 
almas* certainly not go an trial because they 
are too III, tiie state p rosec u tor' s office said 
yesterday, Reuter reports. 


position of East 1 Germany was 
also problematical for currency 
union. Foreign debt was con- 
tinuing to grow and pimuwd 
public spending this year was 
180bn-190bn Marks, with net 
debt of about 171m Marks. 

The u«mn Labour Ministry's 
estimate of the social costs of 
union is believed to be DUL5bn 
a year and tiie RWI economic 
i natU nto in Kni w i hue calcu- 
lated the overall costs to the 
public purse at DMSSbn a year. 
• East Germany's I G Ifetall 
trade union, advised by its 
West German sister, has 
pushed through "privatisation" 
of one of the hugest subsid- 
iaries of the Robotron indus- 
trial group, which it hopes wflt 
become a model for the whole 
e conomy. 

The plan. Implemented 
against the wishes of Mr Fried- 
rich Wokurka, the group's 
head, will give 7B per cent of 
tiie nn m pimy to a fond con- 
trolled by employees which 
will sell shares and recycle tiie 
money into the comp a n y. The 
remaining 25 per cent wffl he 
held in trust for employees. 


Moscow tries to 
hold line on 
property rights 

By Mask Nlchoteon 

in Moscow 

THE Soviet Union has insisted 
hi an official statement' that 
property rights in East 
Germany which were 
established under post- wax 
Soviet- authority must be 
r espected during the process of 
German mtWwHnn 

Bv raising- the issue which 
was discussed in Moscow 
during , the visit last month of 
MT Hans Modkow, the former 
East German Prim e .Minister, 
Moscow appears to be adding 
its voice to. internal East 
German debate on the matter. 

The Soviet Union says that 
tiie natiouaBsatian of land and 
industrial property in the late 
1940s was authorised by the 
Potsdam agreement and by 
referendums in the Soviet 
occupied zone, and that 
attempts to dispute the 
ownership under a united 
Germany would he 
unacosptaMBL 


e T fli m i na Mn n of central plan- 
ning and creation of an office 
of privatisation under the Min- 
istry of F inanc e. The privatisa- 
tion office is to be headed by 
Mr Dusan Triska, the senior 
ministry adviser. 

Mr Dlouhy sedd that in addi- 
tion to dissolving his own Han- 
ntnr Commission nrnwth 
he favoured eliminating the 
Industrial branch ministries 
anri c reat i ng a single Ministry 
of Economics. He also wanted 
the Price Board to be abolished 
anH changed into an anti-mo- 
nopoly office. Mr Dlouhy said 
that while price rises were 
among the most politically sen- 
sitive reforms, the “sooner we 
announce them the better for 
os. We have a popular m an- 


He appears to have allied 
MmflAlf with Mr Vaclav xbnw, 
flw Finance Mtwtetia- mwi radi- 
cal reformer who favours early 


price rises. Mr Valter Konut- 
rek, the First Deputy Prime 
Minister in charge of ecosnouitc 
policy and Mr Klaus's chief 
rival, has rejected any price 
rises before the elections on 
June 8. 

.Growing nationalist rivalry 
between Czechs and Slovaks 
over the correct name for 
Czechoslovakia has threatened 
to overshadow the reforms. Mr 
Jan Urban, a leader of the 
Civic Forum, which fa now 
more of a governing than an 
opposition group, said a 
full-scale debate <m the issue in 
parliament today could pro- 
duce a parliamentary crisis. 

The Slovaks, who have had 
their own republic since 1969, 
have dismayed their Czech 
brethren by insisting that 
Czechoslovakia be renamed 
Czechoslovakia. 

Mr Slavomir Stracar, the 
Minister of Metallurgy and a 
Slovak, said the hyphen 
reflected a le gi timate desire to 
have “two nations and two 
republic^". Producing a copy of 
the 1918 Pittsburgh Agraemettt 
which established the modem 
"Czechoslovak Republic," he 
noted that the document was 
signed by Mr Tomas Masaryfc, 
the country’s first President 

Unknowingly, Mr Vaclav 
Have l, the Pres iden t, triggered 
the argument last January 

word 

Slovak Socialist Republic” and 
adopting a new coat of anna 
which, however, did not show 
Slovakia promi- 

nently, its citizens claimed. 
The Government this week 
appealed for a postponement 
on a decision. 


Silent protests in Kosoyo 
over Serbian measures 


ETHNIC Albanians, many 
dressed in Mack, staged “a day 
of silence" in Yugoslavia's 
Kosovo province yesterday , the 
ann i v ersary of Serbian cut- 
backs in the region's autonomy 
that sparked bloody riots, Reu- 
ter reports from the capital, 

P riwH i TA . 

- Air foroe jets and hcficoptera 
h ro mnil the city and thousands 
of heavily-armed police 
patrolled the province as many 


ethnic Albanians stopped work 
for two hours, stayed indoors 
or lowered flags to half mast 

Pristina Radio said police 
broke up protests by several 
hundred people in a few vil- 
lages. Reporters saw three eth- 
nic Albanians arrested in Pris- 
tina but no violent duaiw 
were rep ort ed. 

The ethnic Alhawtom make 
up L7rn of Kosovo'S L9m popu- 
lation. 
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Why Business People choose British Midland 

- Time , Time and Time again. 





HEM MINUTE CHECK-IN FOR ALL OUR PASSENGERS 

British Midland have always understood 
the needs of the business traveller. With our 
famous Diamond Service, we were the first to 
offer all business class flights on our major 
domestic routes. 

Unlike other airlines, we have always 
valued your time. Which is why we continue to 
offer a ten minute check-in to all our passengers, 
not just those paying full fare. 


Save even more twe and money- write 

SOUR OWN TICKETS 

We also have a reputation for superior 
punctuality, which we are determined to main- 
tain. Now that all our Boeing 737 aircraft firom 
Heathrow to Belfast, Edinburgh and Glasgow, 
have full CAT HI all-weather landing facilities,. 
British Midland are even better equipped than 
before to get you to your appointment on time. 

Another valuable business plus is our 
Timesaver Plus self-ticketing scheme which lets 



Award-winning personal service 

travellers write their own tickets, but still makes 
available a full range of competitive fares as well 
.as offering a corporate discount. 

And mast important of all, unlike other air- 
lines, British Midland staff will always make time 
for you, the business ■ traveller, with a personal 
service our competitors only. pretend to match. 

No wonder businesspeople who fly, constantly 
fly British Midland . ; . 


( 3)iamimd Smmm ««& /W» 



British Midland 


TOR FURTHER INFORMATION CONTACT YOUR TRAVEL AGENT OR PHONE? 

HEATHROW 01-589 5599 • BIRMINGHAM 021-236 0121 • EAST MIDLANDS 0332-810552 - LEEDS/ BRADFORD 0532-451991 - LIVERPOOL 051-494 0200 • TEESS IDE. 0642-219444 • EDINBURGH 031-4471000 - GLASGOW 041-204 2436 - BELFAST 0232 32S151 
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EUROPEAN NEWS 


fear for 
gold placed 
with Drexel 

By Patrick Blum in-Ltebhfi 

POBTUGAI/S central bank Is 

foetus the possible tIomt of 

t m O ff l in gnM hn!Him 

through a London affiliate of 
Dtcw H"'">wi« Lambert, the 
Wall Street investment bank 
tbat collapsed in February, 

Hr Tavares Moretra, toe 
Governor, was called to paxHa- 
meut yesterday to explain. The 
revelation about the bank’s 
exposure has 1 caused conslder- 
able controversy and emtar- 
rassmentln Lisbon. 

Newspapers have suggested 
that Mr Miguel Beleza, the ! 
new Finance Minister, holds 1 
some responsibility for the 
loss. He was formerly in 
charge of the central rank’s 
gold and foreign exchange 
transactions. 

Hr Moreira has dismissed 
these charges, however, and 
said in an - Inter vie w that the 
bank was co nfident of recover- 
ing its investment. 

"We are doing everything 
we can to recover the money. 
It will take some time, proba- 
bly two or three years, but the 
UhdBhood of recovery is very 
high,” he said. 

The potential loss repre- 
sented less than 0.5 per cent of 
the bank's reserves and it was 
“more sad than Sedovs'*. 

Central haute* and financial 
institutions from other coun- 
tries wan also facing losses, 
but Portugal’s had the largest 
exposure and it could not 
avoid politic disclosure. 

“We wanted to be on the 
creditors’ committee, that’s 
why we made onr declaration. 
Other central hanks have not 
done this," Hr Moreira ram: 

La the event, the bank was 
exchidcd by rules file 

participation of foreign state 

hwHI nitMHL 

The Banco de Portugal’s 
relationship with Drexel began 
in 1985. The gold was tarns- 
fered as part of a “standard 
operation’’. Later, the bank 
foiled to heed warning signs 
that Drexel could befodng dif- 
ficulties. 

“We should have acted ear- 
lier, but the company was an 
affiliate of Drexel and it was a 
member of the London bullion 
market association which 
comes under Bank of Ra gland 
supervision, so we thought it 
most be all right,” said Mr 
Uoreba. 


Belgian David takes on Europe’s airline Goliaths 

Tim Dickson talks to the man challenging British Airways’ link-up with Sabena and KLM 


“WE SHOULD at least. be given the. ““ 
chance to compete”, says Mr George* . The 
Gntelman, in a flb«wnhip appeal, to ' wsb 
the listener’s sense affair play, retfu 
■ Coming from mi interview with the Bure 
chairman of Belgfr ™’« v ya™ Rnr p - -mom 
pean Airways (TEA), one is left with **» 


this tough, e ntre pre n eur, expects fear 
favours in Hs tattle to upset the joint 
venture plans of the country's state- 
controlled carrier Sabena, T frjHsh Air- 
ways, and KLM of foe Netherlands. 

Clearly convinced of the righteous- • 
ness of his mihm, Mr {htirinumrtalkB- 
darkly of powerful “enemies” In the 
opposing camp, and ettes their wen* 
documented and; as he sees it, dishon- 
ourable role in the downfoll of Sir 
FreddteLakerto justify describing BA 
and Salwnfl as c nnu n w r l a l “kiTInrff ” . 

Most of the headlines this week' 
have been reserved fin: the dedskm df 
the UK’s Office of Fair Trading to 
refer BA’s purchase of a 20 per mart 
stake in Sabena World Airlines (SWA) , 
to the Mano poBea Commlsiifln, and to ' 


investigation into the competitive order,. flew more thi 
imputations of this link. T gars to a variety of ] 

TEA’S domestic battle in the Bri-- nean destinations 
gian courts, by contrast, has received turned in profits of ] 
relatively scant attention, even afaround BFrllbn ( 
though the case of Belgium’s only. . TEA Is not alone 
i n dependent airline is especially sain- further Uberalisail 
tary before today’s discussion by fares pose along-te 

Chief executives worry 
about health and family 

By Simon Holberton ' 


The European Commission 
yesterday agreed to table a draft 
regulation aimed at preventing 
European airports abusing their 
monopoly positions. It wfll intro- 
dace a framework for c ananlfaitwins 
between. riitinw' and airports over 
Slot allocations and set oat criteria 
for the fi xin g of landing and take 
Off foes. Brussels la concerned by 
reports that certain airports are 
discriminating in favour of. their 
dom estic' earne rs and against for- 
eign airlines. 

European Community transport note- 
istera in Brussels of the next stage of 
ECaMme deregulation. 

Mr Gntehnan, who displayed early 
flriras a studentwhen he filled trans- 
at l anti c charter aircraft . with his 
friends on' condition that the «b>Mne 
gave him a free seat, has buflt TEA 
into- a successful charter operation 
since he started the business in 197L 

The company boasts 17 Boeing and 
Airbus aircraft and has SO more on 
order,. flew more than 800,000 pessen- 
gero to a variety of mtatiy Mediterra- 
nean destinations last year,, and 
turned in profits of BFMOOm on sales 
of around BFrllbn (£l92m) in 1989. 

- TEA Is not alone in believing that 
further libe ralisatio n and cheaper 
fores, pose a long-term threat to the 


charter business *nd timt its only 
guarantee of survival is to start offer- 
ing scheduled services to its custom- 
ers. Applications to the Belgian Gov- 
ernment for permits to fly- between 
Brussels National Airport (Zarontem) 
and London, Frankfurt, Geneva, Mad- 
rid and Paris, however, have all been 
flatly rejected on the grounds that 
Sabena enjoys the exclusive Be lg ian 
government rights on these routes 
(so-called single "designation”)- 

Mr Gntelman finds it a "first class 
paradox” that under current rules 
-TEA - — Belgian-owned, 

profitable and a proven airline opera- 
tor — . is dented access to Zaventem 
when ; around 60 foreign airlin es 
(hwimHng 23 from the UK) can fly in 
and out of the Belgian capital. This, 
he points out. Illustrates tee contrast 
between conservative Belgium and 
the willingness of other mare 

liberal governments to allow “multi- 
ple designation” on busy routes. 

Under a political agreement 
reached by EC member states frt 
December it is BkeJy to become more 
difficult for national authorities to 
grant exchisfve rights to a chosen air- 
tine from mid-X 992/ early 1993 - 
thereby o pening rot ooDortunities for 
new competitors. But, according to 
TEA, it will be too late by then 
because Brussels will already be "sat 
prated" and the BA/Sataaa/KLM cam- 



Trans European’s Georges Gntelman 

bine will have consolidated its 
“monopoly grip" on one of Europe's 
most lucrative “hubs”. 

TEA’S case before the Belgian 
courts - adjourned until late next 
month - rests on the In t e rpretation of 
a 19® law which vests Sabena with 
the exclusive rights to operate from 
Zaventem. The charter rirtiwA bating 


that the decision to transfer these 
rights to SWA - the new operating 
s u bsidiary in which Sabena has a 60 
per cent stake and BA and KLM 20 
per cent each - is Qlesal as it stands. 
Notwithstanding the “Messing* of the 
Belgian Government, the legislation 
should be formally amended. 

Were the Belgian courts to agree, 
this would put a giant spanner in the 
SWA works. But Mr Gutehoan is not 
coanting on it Last week he also com- 
plained to the Commission that, the 
SWA combination amounted to an 
illegal cartel, and that it would lead to 
an abuse of a Hnmiwant pfttfitinm 

He accuses BA - faring problems of 
expansion within the UK - of "enters 
ing Into the deal to form a kind of 
monopoly outside the UK”. He adds: 
“Their business plan envisages tri- 
pling the nnmiyr of flights previously 
emoated by Sabena so by the time 
that the deregulation comes into 
effect there will only be slots left in 
the icMdfa of the night". 

Mr Gntelman betrays his country- 
men's growing sensitivity about the 
way hi which large chunks of Belgian 
industry - the holding company 
Soctete Gdndrate de Belgique, most of 
the Insurance sector, and most 
recently the biggest textile company - 
are ending up in foreign hands. “Brus- 
sels will effectively become London’s 
fourth airport", he says caustically. 


Commission 
seeks longer 
drug patent 
protection 

By Lucy Kellaway in 
Brussels 

THE EUROPEAN Commission 
yesterday proposed tbat patent 
protection cm European drugs 
should be doubled from about 
eight to 16 years to halt the 
decline in research and devel- 
opment spending and pot the 
European system on a par with 
that in the US and Japan. 

The move has been criticised 
by consumer groups for bend- 
ing too Car towards the indus- 
try, whfob has been lobbying 


HAVING climbed to the top of 
the company, a. quarter of 
Europe’s chief executives find 
themselves thinldng of quit- 
ting and doi ng wmpthirarrfiM 
such as running their own 
business or starting a com- 
pletely new career. 

Europe’s top e xec utiv e s are 
also concerned about their 
health; they fear bout disease 
and Job burnout Almost half 

believe that tha iterwm fa thdr 

is an important source'ofstress 
from which they suffer, espe- 
cially those chief executives 
younger than 50 years. 

According to the Centre for 
Business Psychology, a joint 
venture between the Manches- 
ter School of Management and 
Coopers & Lybrand Deloitte, 
exec uti ve s think pressures wfll 
grow during the 1990s. 

In what they dalm to be the 
first comprehensive “lifestyle” 
survey of European chief exec- 
utives, ueariy half the 118 chief 
executives surveyed in eight 


Deadlock at Bulgaria poll talks 


THE LATEST round of talks 
between Bulgaria’s Commu- 
nists and opposition leaders 
aimed at agreeing an a new 
election law ended in stalemate 
yesterday, Heater reports from 
Sophia. “We seemed to have 
reached a consensus on the 
election system, but then the 
opposition at the last moment 
proposed we adopt a propor- 
tional system similar to that of 


West Germany,” the Commu- 
nist Party spokesman said. 

Bulgaria, where Communists 
surrendered their power 
monopoly earlier this year, 
faces its first free elections in 
40 years on June 10. The pres- 
ent series of talks which began 
on Monday was aimed at agree- 
ing <m a new law to elect a 
constitutional national assem- 
bly and President. 


The Communists have pro- 
posed tbat half the members of 
the. new parliament should be 
elected by a simple majority 
vote while the other half would 
he elected proportionally In 
which people would vote for a 
tarty rather than a person. 
Opposition groups want all 
members elected by voters opt- 
ing for a party rather than a 
person. 


Ecologists hope to profit from 
public dread of the ‘dinosaurs’ 


By Kerin Hope in Athens 

BY the usual standards of a 
Greek election campaign, 
which ewfiv for colourful dis- 
plays of party flags and candi- 
dates’ rhetoric, the Ecologists 
are almost invisible. 

Most of their DiOSm (£36,000) 
budget - the kind of money a 
wealthy conservative running 
in Athens might spend - is 
being used to print the party’s 
programme and its ballot 
papers for the April 8 election. 

Instead of local rallies, they 
staged a protest in the remote 
Pindos mountains in central 
Greece against a new power 
project 

u rm not in the least politi- 
cally minded, but Tm seriously 
worried about the wasteful use 
of resources in a country 
which could do so much bet- 
ter,” says Prof Rig as Rigopou- 
los, a renewable energy expert 
running on- the Ecologists* 
ticket 

It is only five months since 
Greece's first Green parliamen- 
tary deputy was elected - in 
the most recent general elec- 
tion last November - surpris- 
ing Ecologist party organisers 
as much as the pundits. But 
the political wing of Greece’s 
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environmental movement is 
likely to reap even bigger bene- 
fits this tirnp from the swing 
away from the three main par- 
ties shown in recent opinion 
polls. 

The Ecologists is a loose and 
argumentative federation of 
about 100 environmentalist 
groups around the country and 
the party’s awkward official 
title is Ecologists-Alternatives. 

It should double its vote in 
next month’s election. That 
would still make it only LG per 
cent but it should mean three 
parliamentary seats, enough to 
hkwic rfthw tha conservatives 

or a potential Socialist-Commu- 
nist alliance from forming a 
government if the opinion polls 
are correct In forecasting 
another stalemate. 

The party an unlikely 
range of tendencies, from activ- 
ist naturalists to a vociferous 
transvestites’ group In Athens. 
Their support la strongest 
among new votes and women. 

They are considered a toreat 
because they seem likely to 
capitalise on left-wing voters’ 
itiyffltisfantum with the Com- 
munist-led Left Alliance. The 
Alliance infuriated many of its 
voters by joining the conserva- 
tives In a coalition go v ern ment 
last June and has now alien- 
ated others by forming an elec- 
toral pact witii the Socialists in 
five crucial constituencies. 

The prevailing mood of 
impatience with traditional 


politicians, who have ignored 
pressing economic problems 
and most social issues during 
the past year of coalman, win 
also help. In cartoons and 
newsp ap er headlines, the age- 
ing political leaders are bring 

lahnTfed “ thn ittiwmmr g* The 

key to the Ecologists’ future 
will be their success in har- 
nessing a gr ow i n g for 

a “civil society” in which 
Greek noBtiriana and dvfl ser- 

vmrin- pwwmB - wuy yg ~arm nnfc 

able. 

“Like the Socialists In the 
1970s we’ve appeared to fill a 
gap that people are how aware 
of.- They’re fed up with the 
rid-foshioned politics of patron- 
age,” says Mr Panayote Dirni- 
tras, a political scientist who Is 
a member of the party praesid- ; 
tom, Hip Ecologists’ for j 
the executive. Hones that the I 
Socialists would get rid of the 
traditional patron-client rela- 
tionship between a deputy and 
his voters were quickly dashed 
when they came to power in 
1961 and the party machine 
took over the parliamentar- 
ian's ioie in firming jobs- and 
loans for supp o rt er s. 

The Ecologists* platform 

naHa Off liwwmtraliiMitMm nn 4 
scale that would reduce the 
population of Athens from 
&5m to 2m by early next cen- 
tury and replace cars with 

Mpyflai f ynd trams to dimfwat o 

the ntfos — the pollution cloud 
that hangs over Athens in still 


“We’re not trying to become , 
the Khmer Rouge fordng peo- 
ple oat of toe city, but you 1 
cant solve the paQnthm prob- 
lem with shortterm measures 
like traffic restrictions,” says 
Mr Dimitris Fapatoannon, an 
environmental engineer and 
parli w men tary candidate. 

Pollution Is not the only 
headache for Ecologists in 
Athens. They hope to print 
their -taltot forms on recycled 
taper but their Plata may be 
dashed by the high cost of an 
imported commodity that is 
8tm in short supply. 


Amex Bank warns on global interest rates 


By Andrew Marshall, Economics Staff 


European countries said they 
thought stress would increase 
because of expected shortages 

among muMTu and wantey man- 
agement fry 1992. 

Despite the. worries and the 

Occasional InnaW fear w www 

pastures; some 88 per cent of 
European chief executives 
expressed satisfaction with 
their jobs. More British chief 
executives appeared to be satis- 
fied wtth-thrir jobs (83 per 
cent) co mpar ed with a atmfiar 
survey conducted in 1984. 

Professor Cary Cooper, of the 
Manchester School of Manage- 1 
ment, said: Tam very sur- 
prised to find so many rfniwf 
executives prepared to admit 
the s tresses that they are cur- 
rently experiencing, and how 
ooncCTned they are about how 
tfadr Job is adversely affecting 
their fondly fife. It is also dis- 
turbing to see that so many of 
the spouses of these captains of 
industry are so' worried about 
the health -and well being of 
their partners.” 


-GERMAN unification is 
creating pressure for Mgb** 
interest rates in the rest of the 
world, the Amex Bank review 
• repo rte d vesterdav. 

The article analyses toe foil 
of the yen and the Tokyo stock 
market and the pmM ifa> to 
the D-Mark andthe German 
stock market by reference to 
international capital flows. 

The D-Mark has strength- 
ened and German interest 
rates have risen with the pros- 
pect of unification, the report 
says. 


The increase in interest rates 
goes beyond what would be 
w i pectad from expectations of 
higher inflation, ft also reflects 
“expectations of strong 
demand for credit as private 
investment picks up and the 
government deficit rises; and 
Bundesbank tightening to off- 
set the economic stimulus”. 

Germany’s c u rre n t account 
surplus la- set to alow, the 
review adds, as corporate 
demand for investment and the 

itoflrit rbw . • 

Although there would stfll 


be a current account surplus, 
with s ome margin for export of 
savings, “net capital, outflows 
will shrink because of the 
greater inward Investment 
drawn by the attraction of rela- 
tively hi gher yields”. This has 
put upward pressure on rates 
elsewhere; not just because of 
raised Inflationary prospects, 
but because of expectations of 
pressure on savings. 

This accounts for the correc- 
tions in equity markets in 
recent weeks — inrinifing the 
decline in the Tokyo stock 


market - as bond yields have 
risen at the expense erf equi- 
ties. The yen and the Tokyo 
stock market have also been 
weak because of the foil in 
Japan’s current account sur- 
plus, the report says. But the 
surplus is expected to return, 
as Japanese investment slows 
and personal savings rise. The 
recent one point rise in the 
Japanese discount rate was 
inadequate to prop up the yen, 
it says, because it wul not s&- 
mfinantfy change ca pi tal out- 
flows from Japan. 


The proposal would mean 
European drug companies are 
protected for two years more 
than their US counterparts, 
they say. 

European drug patents run 
for 20 years, although effective 
protection has been gradually 
reduced to about eight years as 
drugs take longer to move 
from the laboratory to the mar- 
ket 

The Commission’s proposals 
would allow member states to 
issue protection certificates of 
up to 10 years when the patent 
runs out, to give a total effec- 
tive protection of 16 years. 

The Commission is pressing 
member states for quick agree- 
ment for fear that individual 
countries will sta rt enforcing 
their own systems to reestab- 
lish greater patent protection 
for their companies. 

' • New proposals were also 
put forward by the Commis- 
sion yesterday for homeopathic 
medicines, which would 
require all products to be 
clearly labelled stating exactly 
what they are. 

Mass-produced homeopathic 
medicines would have to carry 
an authorisation of their qual- 
ity barmleasna ss. In fo w w 
cases their curative properties 
would also be tested. 


New Opening. 


Okasan Securities? Milan Representative Office 


Okasan Securities Ok, Lt<L, a leading Japanese 
securities bouse founded in 1923, now extends its 
international network with a new representative 
office in Milan. 

Okasan was among the first in its field to estab- 
lish an overseas presence. Ibday, it ranks among 
ihe top securities houses in Japan, active in trad- 
ing, brokerage and investment hanking. 

Left get acquainted. Contact Stsgenao Ybshioka, 

our chief representative, at (02) 2900-1738. 


no 

SEC 


SECURITIES CQJZTD. 


Man Repreeentaive Office 

Chief Ftepresentaive : Shigenao^ Vbehtoka 
ad floor. VfflTURATI 36. NOLAN 20121. Ifeiy 
TW (02)2900-1738 Fax:(02J290Q-3046 


Head Office Tbkyo, Japan 
Q mbh mm w 

OKASAN INTERNATIONAL (ASIA! LIMITED 
OKASAN INTERNATIONAL (AMERICA) INC. 
OKASAN INTERNATIONAL (MIDDLE EAST) E-C 


OKASAN INTERNATIONAL (EUROPE) LIMITED 
OKASAN (SWITZERLAND) FINANCE LTD. 

RAHIS REPRESENTATIVE OFFICE 
SINGAPORE REPRESENTATIVE OFFICE 

OKASAN INTERNATIONAL CAPITAL MANAGEA£NT(EUROP0 UfcSTH) 
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JAPAN’S national tax agency has 
frprkml down from a demand made 
last month that liquor i mp o r t er s pro- 
vide HrfaatiJ information on the costs 
and prices of each of their b rands , 
following strong opposition from 
European drinks groups, Ian Rodger 
reports from Tokyo. 

European companies feared the 
itotnanfl was part of, a goverament- 
sponsored smear campaign in recent 
months to make importers the scape- 
goats for 0$ complaints that the 
prices of many consumer goods in 


Japan are higher than elsewhere. 

“We are extremely concerned about 
the way that the government has 
used information that we have pro- 
vided in tiie past. Despite their pro- 
testations of me have 

found our information leaked to Jap- 
anese newspapers within a day or 
so,” said Mr Mark JBedlngbam, senior 
Twanaginff director of Jardine Wines 
and Spirits and Thatmuw of the 
liquor committee of the E ur o p ean 
Badness Community (EBQ in Japan. 

Be and others believe the govern- 


ment has been uverempharising the 
role of importers In Japan’s high 
prices because it does not want to 
tackle the more substantial but polit- 
ically sensitive ferimw fluwi, 

notably widespread pricing cartels 
and bloated distribution systems. 

• The row began late last month: 
when the tax agency sent a letter to 
all liquor importers requesting 
detailed costs and prices on their 
brands within a week. It saUl the 
request was being made In the con- 
text of the government and tiie ruling 


Liberal Democratic Party seeking a 
b et ter understand!^ of the reas on s 
for differences in prices of consumer 
.products in Japan and elsewhere. 

in a letter querying the purpose of 
toe request, Mr Luciano Cohen, chair- 
man of the BBC, Mr Cohen said the 
qu antit y of hi g hl y confidential infor- 
mation requested was "unusual for a 
g o ver nm ent agency foam an OECD 
country”. BBC members were 
“ g rea tly concerned by the hostile and 
dmnaqhig w i v hrHimnt tiring mated 
in the national press for imp orted 


products resulting foam unbalanced 
comparisons of fc«*»»rwnttmiwi prices”. 

Mr Cohen said the cost of doing 
ImfhMMK was higher in Japan than 
elsewhere and emphasised that “con- 
sumers, not governments, should 
dflfl fly pricing . 

Yesterday, Mr Ytdin Sana! of the 
liquor section in the tax agency said, 
“XT they say the information is too 
sensitive, that is okay. They can 
reply with a blank Sheet We have no 
intention of bullying those represen- 
tative offices.” 
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STRUCTURAL IMPEDIMENTS INITIATIVE 



Japanese shape case 
for talks with US 


Japan zeroes in on Soviet markets 

But wartime disputes still impede trade, writes Micbiyo Nakamoto 


France agrees 
Soviet trade 
debts delay 


t S 


p sl* 1 By Robert Thomson In Tokyo 
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One picture is worth a 
thousand words - and these 
two pictures illustrate one of 
the many differences that 
you’ll find living and working 
in the Cynon Valley Some of 
the successful companies that 
have expanded or relocated 
in this South Wales valley are 
Hitachi, Pirelli, A.B. 
Electronics, Lonhro . . . Why 
don't you pay us a visit - 
soon. 


Contact Chris Bums 
Industrial Development 
Officer 

Gadlys Enterprise Centre 
Gadlys, Aberdare, 

Mid Glamorjpn, CF44 SDL 


0685 

882515 


NOI ^ 
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JAPANESE poKtirians were in 
a huddle yesterday to deter- 
mine how much they can offer 
the US at week’s c rucia l 
Structural Impedimenta Initia- 
tive (SU) talks in Washington 
without ?lT«n»tiwg their tradi- 
tional s u pporters at home. 

There is the delicate problem 
of overhauling the Large-Scale 
Retail Store law, while main- 
taining the backing of small 
shopkeepers, who support the 
mifng Liberal Democratic 
Party and appreciate the law’s 
ability to slow the opening of 
bigger stares. 

On public works. Tokyo 
must decide if the US wants a 
specific figure for higher public 
works spending or win be sat- 
isfied with a promise to lift 
spending and a guarantee that 
details will be provided later. 

The politicians’ meetings fol- 
low the release of a survey by 
the Nihon K piaii Shtmbun, the 
COUIltry’S leading flnanrifll 
journal, suggesting that Japa- 
nese support the U&demanded 
structural reforms by 47.4 per 
cent to 39.5 per cent Of the 
10,000 people polled, 8&9 per 
cent thought that Japan should 
at least respond “favourably" 
to US demands. 

When asked why they sup- 
ported the SU demands, S1.7 
per cent of respondents 
suggested that the issues relate 
to flying standards in Japan, 
while 42^ per cent wanted to 
safeguard the US-Japan rela- 
tionship. Meanwhile, on the 
sensitive issue of agriculture 
reform, 50.7 per cent supported 
xice imparts under a quota sys- 


tem and only 30.1 per cent said 
that the ban on rice imports 
must not be lifted. 

The responses suggest that 
even though many Japanese do 
not think SU will necessarily 
reduce the country’s $49bn 
(£3tUbn) bilateral surplus with 
US, the present political hud- 
dle has an o b ligation to pro- 
duce proposals acceptable to 
Washington, if not to ordinary 
Japanese. 

Mr Totidki Kaifo, the Prime 
x n rri g to r him g iv en part y offi- 
cials TTTfHi tomorrow to finalise 
proposals for toe start of the 
twoday meeting on Monday, 
which wifi be the last top-level 
gathering before the scheduled 


'In tnlflfHo of next mmmi 

A senior ministeri al 
involved in the discussions 
said yesterday that most politi- 
cians “understand the idea but 
mit th«> details” of SU and that 
their concerns for domestic 
cnpxtitti f mrtaa were halatirad 

by bureaucrats’ warnings on 
the international implications 
of Ww 

On the Large-Scale Retail 
Store law, Japanese negotia- 
tors will apparently suggest 
that applications for new 
stores could be processed 
w i t h in a year. Instead of the 10 
years or more that approval 
now for some «wnpgwi<«- 

Mr Ryutaro Hashimoto, the 
Finance Minister, indicated 
yesterday that Japan would 
offer to increase public works 
spending, although he is resist- 

tn g nS iwnnnAi tO Ttrnne a spe- 
cific fl giim. 


J APANESE businessmen, 
weary of trade friction 
with the US and local con- 
tent rows with the EC, are 
turning an eye to the Soviet 
market, industry leaders have 
been quick to set up trade mis- 
sions and representatives from 
a wide variety of busin e sses 
are flying to the Soviet Union 
to observe conditions. 

The Soviet Union’s domestic 
political problems are c ause f or 

HnmP pantjnn and busmessmen 

still see formidable problems in 
doing business there as a 
result of incomplete economic 
reforms. In addition a 
long-standing dispute be t ween 
the two nations concerning 
four northern Kurile islands, 
c a pt ur ed by the Soviet Union 
at the end of the Second World 
War, has also hindered trade; 
But none off these dtfflcnltire 
has stopped Japanese compa- 
nies fro m BppfciTig out a wide 
range of o pp ort u nities in the 
Soviet market 
“Our clients ask us if we are 
going to do business with the 
Soviet Union and threaten to 
faifcp tii pdf tin«iTv»»> elsewhere 
if we aren't," said an employee 
at a large trading house. 

Trade between the two coun- 
tries has surged since the early 
days of perestroika. According 
to Japan’s Ministry off Finance, 
the total value of trade 
between Japan and. the Soviet- 
Union reached $6.09bn last 
year, up 48 per cent from 
S4J8bn in 1995, when President 
Gorbachev first launched his 
market-oriented reforms. Nev- 
ertheless, trade with the Soviet 
Union was still a paltry L2 per 
cent of total Japanese trade 
last year. 



in the past several years Jap- 
anese-Soviet trade has under- 


gone a m^jnr ahlft In wimhairitt, 

The increase hi the value of 


trade last year was entirely 
due to a rise in imports of 
Soviet products. But the Japa- 
nese economy is gradually 
moving a w a y from its depen- 
dence on heavy industries and 
therefore haw less need to 
impart Soviet raw materials. 

There is an urgent need now 
in the Soviet Union to supply 
consumer goods and install 
equipment in h cfa nhi to pro- 
duce those goods. However, the 
Soviets are finding it difficult 

to f-h«Tmri their wiarg y arid 

funds into more large-scale 
projects. This change meant 
that last year exports from 
Japan fen to $3.08bn from 
EL i ab n in 1988. 

Japanese manufacturers of 
consumer products and fight 
plant equipment have been 
major beneficiaries. According 
to statistics comp fled by the 
Japan Association for Trade 


with the Soviet Union and 
Socialist Countries of Europe, 
food eaporta from Japan to the 
Soviet Union increased 199 per 
cent last ' year from a modest 
total off >2 An to 87 Jm. 

There has been a flood off 
orders for detergents, soap, 
batteries and a wide range of 
electrical goods. Tbe Soviet 
Union was the largest importer 
of Japanese colour television 
sets m January, according to 
the Electronic Industries Asso- 
ciation of Japan. Last year, 
exports of video cassette 
reco rd er s , records, tapes and 
electronic parts increased by 
more than 100 per cent 

Old Electric, a leading maker 
off conumndcatims equipment, 
said orders for facsimile 
machines doubled in 1989. 
Automobile exports surged 590 
uer cent 22.7m to dfiJim. 
In addition the Soviet Union 
hm been eager to set up joint 
v en t u re plants for consumer 
durables. 

Joint venture deals in the 
services sector are also increas- 
ing; There are mare then 20 
Japanese-Soviet joint projects, 
including sev e r a l HnMg mwi a 
ct t hire business. 

Trade ties betw een the two 
nations extend to local govern- 
ments and cooperative associ- 
ations. The agricultural coop- 
eratives federation in 
Hokkaido, Japan's northern- 
most Wand, is promoting food 
exports to toe Soviet Union. 


scepticism about the possibili- 
ties arising from recent eco- 
nomic reforms there. They also 
note that in many cases equip- 
ment fl«»t fiwfa its way into 
tbe Soviet Union is left unused 
for lack of tidinldiM nr spare 


By William Dawkins 

in Paris 


Despite thMr interest in pursu- 
ing opportunities with the 
Soviet Union. Japanese inxsi- 
neamea see many problems in 
expanding trade and other pro- 
jects much further. Many 
express and a Mri of 


The gre at es t impediment to 
increased trade between Japan 
and the Soviet Union, however, 

■ may be the restrictions ariwmg 
from their political relation- 
ship. Japan and the Soviet 
Union have still not signed a 
peace treaty. The question of 
ownership of the Kurile 
Islands, which Is claimed by 
Japan but occupied by the 
Soviet Union, has been a par- 
ticularly thorny problem. 

There Is no treaty between 
Japan and the Soviet Union for 
economic assistance, zto 
long-term economic pro- 
grammes and no investment 
protection agreement between 
the two countries. The number 
of Soviet businessmen allowed 
to reside in Japan Is restricted. 

Nonetheless, the chances for 
a political solution to the 
Kurile Islands issue are 
starting to look better. A visit 
by Mr Shintaro Abe, a leading 
member of ^ ruling Libe ral 
Democratic Party and a con- 
tender fear the premiership, has 
opened the way for anew ini- 
tiative to improve relations 
with the Soviet Union. 

Most cf the Japanese govern- 
ment restrictions on trade can 
easily be removed as soon as 
the political environment 
riurng wi for *1* U Hwl 

happens, says Mr Tetsuo Sato, 
rhafrmau of toe Japan-USSR 
Trade Association, "tbe pass!- , 
hflMflg are immense.” 1 


FRANCE has accepted the 
delay of nearly FFrlbn 
($22&8m) worth of trade debts 
owed by the Soviet Union, sub- 
ject to normal market condi- 
tions. 

The agreement, struck by Mr 
Pierre B£rf*govoy, toe French 
Finance Minister and Mr Lev 
Voronins, vice president off tbe 
Soviet Council of Ministers, 

ran ip at thn pml of an nfflrtnl 

visit to Moscow aimed at tack- 


ling barrios to Franco-Soviet 
trade. It is understood to be the 


third such delay agreed to by 
France since last November. 

In Moscow Mr Bdrdgovuy 
also announced measures to 
help French businesses in tbe 
Soviet Union to convert rouble 
earnings into hard currency 

and ln i inrhmi a FreUChfomded ’ 

business training program me. 


US and EC 
chips makers 
to co-operate 


By Michael Skaplnker 


SEMATECH, the American 
semiconductor industry con- 
sortium, and Jessi, its Euro- 
pean cou nterp art, have agreed 
to cooperate on two projects to 
counter Japanese dominance 
in the manufacture of com- 
puter rfiipa 

The first project would look 
at the strengths of Japanese 
companies and the second 
would investigate the adoption 
of common semiconductor 

standards. 


Mexico and US cool over quick regional free trade agreement 


By Richard Johns In Mexico City and Nancy Dunne in Washington 


MEXICO and the US have both 
expressed reservations about 
moves to ti ghten their trade 
links with a view to the even- 
tual formation of a North 
American Free Trade Area 
(Nafta). 


Mexico’s position, on trade 
relations with the US remains 
that it seeks greater access to 
tiie ma rk** of its mafri trading 
partner through negotiating 
sectoral agreements. 

A spokesman for toe US 
Trade Representative said 
senior Mexican officials had 


kcVpH US oHirtah in February 
to investigate tiie possibility of 
negotiating a free trade agree- 
ment as applied to US law. 

President Bosh think* it “a 
good idea,” he said, but one 
which would take “a long 
time" and "tight not even hap- 
pen under a Bush presidency. 
The Trade Representative’s 
office still regards the Gatt 
Uruguay Round on multilat- 
er al tra de liberalisation as its 
priority- 

Mr Rika De La Gaxza, chair- 
man off the House Agriculture 


Co mmittee and a longtime pro- 
ponent of closer US-Merican 


panant of closer US-Mextean 
■ wl nU n i ii i , iBmnfafl ri ’the TwHrwi 

of a Nafta “In this century. 
People forget tint we started 
with the Canadian FTA 25 
years ago with a sectoral 
agreement on wnfmnohfUy " 

He expects a number of sec- 
toral agreements, in areas Uke 
steel, cars and cement, to be 
concluded during tw« AmmV> 
but no FTA “until the Mexican 
economy develops to a compa- 
rable leveL” Mexico, has 
already finalised accords with 


Hip US, i«rww«hig steel and 
textile quotas, and Is to begin 
talks on petrochemicals and 
ftmn products. 

The Mexican Embassy In 
Washington Issued a circum- 
spect st atement on Tuesday in 
response to a report that talks 
ban already taken plaoe Involv- 
ing Mexico joining Nafta and 
that an announcement would 
be made when President Garios 
Safinas de Gortarl visits Wash- 
ington in June. • • ' ■ 

It mentioned the accord 
readied last October doubting 


the steel quota under the vol- 
untary restraint agreement 
from 400,000 to 800,000 tonnes a 
year for a two-and-ahalf year 
period and another last month 
eliminating restxictioBiB an 52 
categories up until the end of 
199L Nevertheless, having ftifl- 
fiQed tea iwmmMinmiw under 
Gatt (winch it Joined in 1988) 
Uarim m n rtn iiM fo cnmp lnfri - 
about obstacles feeing its 
exports to the US. • 

* One problem is avocados 
which are completely barred 
from the US market on the 


grounds — strenuously dis- 
puted by Mexico which blames 
protectionist lobbying by Calif- 
producers — that all its 
production is alleged to be 
affected by seed weevils and 
fruit flies. Poultry exports are 
similarly prevented because all 
its flocks are said to suffer 
from “Newcastle's disease". 

Mexico's exports to the US in 
1989 were valued at $27J8bn 
and its Imports from it at 
$2L9Rn, according to the sta- 
tistics of the US Department of 
Commerce. 


Have your 
FT hand 
delivered 

.. . ifyou work m the 
business centres of 

COPENHAGEN 
OR AARHUS 

Copenhagen 
l jfcy (33)134441 
And ask 
Mikael Heiiiifi 
for details. 
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NOTICE OF REDEMPTION 


Tb the Holders of 


COMPANIES ACT 1989 


UNITED KINGDOM 


Fifteen Year 8%% Bonds Due 1993 


NOTICE IS HEREBY GIVEN tlwt, punumt to the provfadonx of the fiscal Agency Agreement 
dated as of May 1, 1978 and the Tenas and Conditions of the Bonds, aD of the remaining 
out standing Sh% Bonds due 1993, in the aggregate principal amount of 916,400,000 hare been 
selected for redemption on May 1, 1990 far the mandatory Stnlring Ftmd 1 100% of fo* prinripv I 
amount thereof phis accrued Interest to the redemption date as follows: 


oinsmNDBie bearer bonds of isjmo called in full 

EACH BEARING TBE FOLLOWING DISTINCTIVE NGMBEBSb 


397 

14S79 


15887 

1571S 


15725 

836 

14827 


15688 

18716 


15728 

3097 

14830 


15681 

15720 


15734 

3100 

160S4 


19899 

15722 


15736 


OmSEUOHNC RECZSTEBED BONDS CALLH) IN FULL 
EACH BEARING THE FOLLOWING INSDNCITVE NUMBE8& 

11799 

12575 

12608 

12647 

12854 

12869 

12678 

12460 

12B8S 

12618 

12848 

12862 

12670 

12678 

12471 

12S86 

12627 

12848 

12883 

12671 

12879 


12687 

12628 

12850 

12864 

12672 

12880 

12527 

12589 

12829 

12651 

12686 

12873 

12681 

12532 

12591 

12845 

12852 

12667 

12874 

12882 

12546 

12592 

1284 6 

12653 

12868 

12875 

12884 


Notification of changes 
on disclosure 
of interests in shares. 


ftyment will be made on May 1, 1990 on tin bearer Bonds upon presentation and surrender 
of said Bonds with coupons due November 1, 1990 and subsequent attached at the Corporate 
Trust Office, 30 West Broadway, New York. New fork 10015 of the Fiscal Agent, and at the 
offices of the Fiscal Agent in London and Brussels, and at tbe Bank of En gland fo London. 

hyment will be made on May 1, 1990 on the registered Bonds upon presentation and surrender 
of said Bonds at the above-mentioned offices- K iy i a cnt of registered I n t e rest due May L 1990 
will be made to the registered holders by check in the usual manner. 

On and after May 1, 1990 the Bonds will no longer be outstanding and interest thereon shaQ 
cease to accrue. 

Payments at the office of any Paying Agent outside of the United Stales will be made by check 
drawn on, or transfer to a United States dollar account with, a bank in tiie Borough ofManhattaa, 


nevenue service imajana to Dacitup vrtinnowtng at a rate 01 Ofto U payees not recognised as 
exempt recipients fail to provide tbe paying agent with an executed IRS Form W-8, c ertif y in g 
under penalties of peijury that tbe payee Is not a United States person or an executed IRS ram 
W-9, certifying under penaltie s of perjury tbe payee's taxpayer identification number (employer 
identification number or social security number, as appropr i ate)- Those bolders who nw. twq n lrwd 
to provide their correct taxpayer identification number on Internal Revenue Service Form W-9 
and who fell to do so may also be subject to a penalty of 450. Please therefore provide tbe 
appropriate certification whan presenting your securities for paymenL 
It is suggested that each holder consult bis own tax advisor bis tax 

situation. 


THE LORDS COMMISSIONERS OF HER 

MAJESTY'S TREASURY 


Section 134 0) to (3) of the Companies Act 1989 
on the disclosure of interests hi shares is scheduied-to 
come into force on 31st May 

Under the current terms of the 1985 Act persons 
knowfogly acquiring an Interest of 5% or more of a public 
company may have to notify toe company of this interest 
within 5 business days of the acquisition. ‘ 

. The 1989 Act wlD reduce toe levd of this notification 
requirement to 3%, and the notification period to 2 busf- ‘ 
ness days. 

The new threshold and deadline vril apply to existing 
known interests of between 3% and 5% even if no further 

acquisition Is made. 

Please note that Section 134 (4) is not being com- 
menced at this stage, nor are regulations being made under 
subsections (5) and (6). 

For further information, obtaki a copy of the com- 
mencement order {SI 1990 NO 713) from HMSO and, if 
necessary consult your legal adviser. 


••'ill 
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Dated: Much 29. 1990 


The following Ronds each bearing the following distinctive numbers previously railed for 
redemption have not as yet been presented for payment: 


dti 


CfPCOR BWKDBSrREF CWM CYNON 
CYNON VALLEY BOROUGH COUNCIL 
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class in Europe 


Cast your mind back for a moment. About ten 
years or so. ago, the major; European airlines had 
a marvellous idea. 

It’s difficult to remember exactly who started the 
ball rolling, because they all seemed to have the 
same idea, at roughly the: same time. What they’d 
realised was to revolutionise European air travel. 

Simply that business travellers, flying on 
business, needed to be looked after in such a way 
that they reached their destination relaxed, 
refreshed and ready to do business. 

They called it business class, and today, we 
all take it for granted. Too much so in the case of 
some airlines it would’ seem: ■; ; 

Because over the years, they’ve forgotten the 
very things that made it special. 

(To a point where you begin to wonder if it’s 
really worth paying the extra.) 

So when we sat down to design new Class 
Elite, we went back to the basic principles. With the 
intention of doing everything properly to provide 
a truly exclusive service. 

We started, as you will, with our feet firmly 
on the ground, by arranging schedules that are most 
likely to suit yours. We built separate check-ins, an 
executive lounge with a fine bar (where you can 
check-in if you only bring hand luggage) and special 
departure gates to help ease you on your way. ^ 

On board, we made Class Elite a truly exclusive 
cabin. So if thirty six is the number it’s designed for 
on that aircraft, then thirty six it is (and no mor§Mj 


We remembered the little touches like a built- 
in wardrobe on most flights so that your coat and 
spare suit won’t get creased. 

Had wider seats specially made to give you 
the ultimate in comfort and legroom. And designed 
the layout so that you’ll never be sandwiched 
between two other passengers. 

We welcome you with champagne, orange juice 
or a combination of both and a copy of whichever 
national newspaper takes your fancy. 

Provide a free bar for the entire flight, a 
cooked breakfast plus lunch and dinner menus 
created by top European chefs. All served with 
stainless steel cutlery and proper glasses for your 
wine by quietly efficient cabin staff who’ll cater for 
your every need. 

With hot or cold towels to freshen you before 
landing and priority disembarkation, you’ll find 
Class Elite is exactly as its name suggests. 

And heralds a return to what flying business 
class on an established scheduled airline, was 
always meant to be. + 1 
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OVERSEAS NEWS 


Nuclear trigger plot latest in secret Iraqi battle to obtain arms 


SINCE the end of the Gulf War 
against Iran in 1888, Iraq has 
consistently surprised Western and 
Israeli intelligence agencies with the 
sophistication of its arms 


By Vidor Manet, 

Middle East Correspondent 


Yesterday’s uncovering of a plot to 
smuggle triggering equipment for 
nuclear weapons to Baghdad to only 
the latest Instalment in a largely 
secret struggle between Iraqi 
military procurement agents and 
Western governments anxious to 
stop the spread of nuclear and 
chemical weapons technology to the 
Third World. 

Iraq’s e nmity toward s ban and its 
hatred of Israel as wen its n u clea r 
amttttnus and its proven ability to 


produce missiles for the delivery of 
large warheads, make it a 
particularly dangerous customer. 

Far from scaling down Iraq’s 
military research and development 
after the Gulf War ceasefire, the 
autocratic President Saddam 
ffnCTgln has redoubled his efforts to 
mate the country into a regional 
su perpowe r. One of his sons-in-law, 
Mr Hussein Kamel has been given 
wide powers as the Minister of 
Industry Military Production. 


At succ essive arms trade fobs in 
Baghdad Western mfittaxy attadrif 
have been astonished by Iraq’s 
achievements, which include 
extending the range of Soviet Scud-B 
missiles and the development of a 
home-made Awacs-style 
early-warning aircraft. In December 
last year Iran tested Its first space 
rocket, which could ultimately be 
used as a ballistic missile. 

While Iraq is belkved to be some 
years from developing a nuclear 
device, and is having difficulties in 
obtaining the sophisticated 
gyroscopic guidance sets it needs to 
make its missiles accurate, it showed 
no compunction about using 
chemical weapons against' ban and 


its own Kurdish population. 

Israeli aircraft destroyed an 
unfinished nuclear plant in Iraq re 
1981, but Iraq is said to hove enlisted 
raifnw help to co n ti n ue its nuclear 
research and may have recovered 
some of tho enriched uranium from 
the remains of the reactor. 

Israeli officials deny any 
Involvement in a mysterious, 
explosion at a secret military 


As adherents to the Mlsdla 
Technology Control Regime, the US, 
Britain ami their antes have sought 


to prevent the proliferation of 
delivery systems for nuclear and 


production complex last year in 
which hundreds of Egyptian and 
Iraqi worke r s are thought to have 
died. Mr Faxzftd Baa oft, the 
Iranian-born Journalist working for 
the British Observer newspaper, was 
Tinng wri & a spy after he tried to 
Investig a te the blast. 


delivery systems for nuclear and 
chemical warheads. But at the same 
**ma westmn countries - Britain 
and the US in particular in recent 
yens — have granted hundreds of 
minions of dollars in credits to Iraq 
to bolster their exports. 

The integration of Iraqi military 

otu! rivfflm hvhiwtr y ttmVph ft all 

easier for Western companies and 
trade ministries to turn a blind eye 
to the fact that their equipment — 
computerised machine tools, for 
example - is bring used to promote 
Iraq r s ominous military 


industrialisation drive. 

It emerged last year that the 
Atlanta bwmnb of ajiwa Nationals 
del Lavoro, a leading Italian bank, 
had granted g3bn in unauthorised 
credits for exports to Iraq, some of 
which helped to fund an Iraqi 
shopping Hat of equipment for the 
Condor 2 ballistic missile 
programme. Iraq has established a 
network of freelance agents and 
front companies around the world to 
procure military technology, often 
within the law. 

Western governments and Israel 
win be hoping that yesterday's 
wmbi in TauAwi wait nyi i m p ort a nt 

setback for President Saddam's 

gmhitjnnB 


Tokyo stock 
and currency 
markets 
battered 


At I 

';ct’k ^ 

.< rt’ u 


By Robin Pauley, Asia 
Editor 


Britain anxious to 
salvage relations 
with Baghdad 


By Edward Mortimer 


BRITISH officials were 
yester da y struggling to avoid 
Anther to Azudo-Iraoi 

relations after the arrest and 
deportation of the Iraqi 
Airways manager in London 
for I n vo l vement in an ill ega l 
attempt to export unclear 
trigger devices from the UK 
Mr Douglas Hurd, the 
Foreign Secretary, had resisted 
press ur e to break diplomatic 
relations or withdraw trade 
from Iraq *sn*lfe** thfa 
month after the hanging in 
Ba ghdad of Mr Farzad Bazaft, 
an Iranian-born journalist 
working for the Observer 
newspaper, who was accused 
of espionage. He confined his 
reaction to recalling the 
ambassad or, Mr Hamid 
Walker, for consultations, and 

to mndhig Timwa ei ght Iranis 
who were receiving military 
tr aining at Sandhurst and 
Portsmouth. Further action, 
Mr Hurd said, would damage 
BHS«h interests without doing 
anything to improve the 

amiaHwn fn Traq 

Mr Walker, who is still in 
Britain, is unlikely to return to 
Baghdad In the near future. 
But Mr Azmi al- Sallhi, 

the Iraqi ambassador in 
London, was told yes te rday by 
Mr Roger Tomkys, a senior 


Foreign Office official, that the 
timing of yesterday's arrests 
was quite unconnected with 
the Bazaft affair, under which 
Britain wished as far as 
possible to "draw a Hue." 

A memorial service was held 
for Mr Bazoft in London 
yesterday, attended by 250 
journalists. 

The problem for Britain is 
how to deal with the three 
people arrested yesterday who 
woe not departed. One who 
was to have been deported 
could not be because he had 
British as well as Iraqi 
nationality. The other two are 
believed to be Cypriot and 
Lebanese. All can no doubt be 
charged with offences under 
British law, hut it would not be 
out of character for the Iraqi 
regime to react by arresting 

arid r-Knry fn g RrlHuh ltaHnmaln 

living in Iraq. (There are more 
Hum 2,000 at thww , mainly 

businessmen and their 
families.) 

One British bu si nessman. Mr 
Tim Bfehtw , tin been serving a 
life sentence for alleged 
tffl m pMflm rinm 1968b after a 
perfunctory trial; Mrs 
Daphne Parish, a British 
nurse, was given a 15-year 
wnitoim far frriwiwg Mr BtOOft 
to reach an Iraqi military plant 



Complex, delicate technology 
of a modern nuclear bomb 


By David White and Rahlock 


Iraqi ambassador Azmi Sbaflq Al-SaUhi outside Us embassy 


where he tried to investigate 
an explosion. 

Britain also has a significant 
economic stake in maintaining 
good relations with Iraq. UK 
exports there last year were 
valued at £450m (machinery 

And pl mpnanAwHrtih bring tfw 

largest items). However, this 
year’s allocation of credit from 
the Export Credit Guarantee 
Department was reduced to 

from PMn to MSthii , mainly 

because Iraq is having 
increasing difficulty in 
servicing its estimated $35bn 
foreign debt owed to non-Arab 

J»j — 

cremrora. 

Iraq has the second-largest 
known oil reserves in the 


Middle East, bat ran up 
enormous debts, mainly to 
other Arab oil-producing 
bountries, daring the 
right-year war with Iran which 
ended with a ceasefire in 1888 


(though peace negotiations 
have smce stalled). 


have since stalled). 

Among British companies 
most heavily i nv olved in Iraq 
is Northern Engineering 
Industries. the 

Newcastle-based engineering 
company taken over by 
RdDaRoyce last year. It won a 
£75m contract in 1388 to supply 
and instal four 350 tSW turtnne 
generators for a new all-fired 
power station at Al-Sbemal 250 
mflw north of Baghdad. 


IT WAS not immediately dear 
yesterday what the devices 
seteed at Heathrow Airport and 
described as “nudear triggers" 
constated of. Bat the electronic 
technology for setting off the 
detonation process of a modem 
wnrtoaw warhead is wfawnriy 
delicate and complex, and is 
believed to be held, only by the 
established nudear powers. 

The seized equipment, which 
experts thought might have 

tyir]nHpH fnpa ritn r s fop Atnring 

an electric charge, was in tran- 
sit from the US to Iraq. 

hi the earliest type' of ura- 
Trhrm bomb, such' as' the one 
fi ^ on Hiroshima in 1945, det- 
onation is relatively a 

hlghrexploslve charge rams 
two pieces of uranimn together 
so as to achieve the "critical 
mass” needed for a nuclear 
explosion. 

More modern warheads, 
however, use an implosion 
method which requires an 
A riiwn Aly acc ura t e and khm iU 
taneons triggering process. The 
dense mass required is 
achieved by setting biff a series 
of high-explosive "lenses” 
around the plutonium core. H 
these do not go off precisely 
together, and symmetrically, 
then is no unclear explosion. 

P fttUh i inwri A mrM that the 

mechanisms for US nuclear 
weapons hare been developed 
by Semite Labor a tories, based 
at Albuquerque, New Mexico: 


ft is beli eved th at the jonro - 
g pyiiMTig B^ njpn^8it fat British 
nudear warheads. Including 
development work for the Tri- 
dent reoeramme which relies 
on a US mtasfle, is done at the 
Atomic Weapons Establish- 
ment based at Aldermasbm, 
Berkshire. 

While Iraq is widely beHeved 
to have a nude ar weapon pro- 
gramme, very as to 

bow dose & is to achieving a 
warhead capacity. There were 
unofficial Israeli allegations 
last year that Iraq was trying 
to assemble a warhead with 
uranium m over from its Qsi- 
xaq reactor, destroyed by farad 
in 138L However, the Interna- 
tional Afawnb? Energ y Author- 
ity said its inspectors had 
found no evidence that 
enriched pranium was being 
diverted from civil pro- 

grammgifL 

The successful test launch- 
fog hi December of a three- 
stage satellite-carrying rocket 
fa seen by experts as demon- 
strating Iraq’s aMttty to pro- 
duce delivery vehicles for 
nudear weapons with a range 
of up to 2JXX) ldlametres. 

However, it has been dear 

Hint Traq hM fl jeef Increasing 

difficulty obtaining sensitive 
weapon materials. An alleged 

nHnqriT# to H a tf ul g g rbon ma te - 
rials ‘for rockets to Egypt and 
Iraq was foiled fa the US last 
year. 


Even though nuclear weap- 
ons technology is wen under- 
stood after 45 years, assembly 
of warheads requires more 
than a team of competent sci- 
entists. ft needs scarce com- 
modities other the umhip mate- 
rial. A warhead consists of 
about 2400 separate and often 
very precise parts. In the US 
they all come together In a sin- 
gle factory at Amarillo, Texas, 
known as the Pantex plant, the 

a anA mMy Hwa fig- tmffbiOT W8F- 

TwbAi. Pantex dismantles 
dd warheads. 


Before a warhead goes into 
production it is preceded by 
about seven years of design, 
development, testing and pro- 
duction engineering. The US 
Industry m parity for mak- 
ing, modifying and retiring 
warheads at the rate ’ of 
between 2JB0Q and 4JOOO a year, 
ft consists of 19 separate facili- 
ties, owned by the US Govern- 
ment but operated under con- 
tract. Over GO U5 contractors, 
im-Tnittng several universities, 
are involved in nudear weap- 
ons-related work. 

Sandia co-operates with the 
country’s two design laborato- 
ries in engineering the war- 
heads, indnding all non-nu- 
clear aspects such as the 

fllurimnirA The 2D00 TKUtS Of & 
typical nuclear warhead are 
made into sub-assemblies by 
seven prime contractors. 
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US missionary 
murdered 


By Lara Marlowe in West 
Beirut 


China’s businessmen hit 
out at austerity policy 


Violence mars 
Zimbabwe poll 


Tear gas ends 
Abidjan protest 


By CoJtna MacOous.il 


By Julian Borger In 
Mutare, Eastern Zimbabwe 


FF 500,000,000 

Guaranteed Floating Rato Notes due 1991 


In accordance with the terms and concfiSons of the Notes, 
notice h hereby given that for the In terest period 
from March 27. 1990 to Juno 27, 1990 
the Notes win carry an interest rate of 10.5375 % per annum. 


The interest payable on the relevant Merest payment data. 
June 27.1990. wM be 

FF 269.29 per Note of FF1QJOOO nominal 
and FF 26929? per Note of FF 100.000 nominal 


H» Hstsranc* Agent 

KRED1ETBANK 

Mar X.A. LUXEMBOOXOEOISE 


The FT Review 
of Business Books 


WILL BE LAUNCHED AS A 
SPECIAL TABLOID SUPPLEMENT 
WITHIN THE FINANCIAL TIMES ON 


AN American evangelical 
Christian missionary, Mr Wil- 
liam Rohin&an, was murdered 
at his home in the southern 
Lebanese village of Rasbaya 
Fakbar on Tuesday night. The 
Lebanese Communist Party 
said it was responsible. 

For the past two months, 
residents of the Arfcoub region 
near Mount Herman had been 
appealing to Lebanese and 
United Nations officials to 
expel Mr HoMnacp, whom they 
accused of establishing the 
first Israeli settlement in 
southern Lebanon. 

The Israelis denied that 
there were any plans for a set- 
tlement in southern Le b anon. 
Rashaya Fakbar fa only eight 
miles from the* Taman border 
and falls within Israel's self-de- 
clared “security soma” which is 
policed “by the Israeli-backed 
Lehman Christian the 

South L ebano n Army. 

Mr Robinson’s widow Bar- 
bara said yesterday she was 
tied to a chair while her hus- 
band was shot in the head by 
three gunmen in the presence 
of their four children. Mr Rob- 
inson bad established a home 
for handicapped children. 


CHINA'S entrepreneurs have 
sharply criticised Peking's aus- 
terity programme and the 
freeze on price r e form at the 
National People’s Congress, 
thg normally rubber-stamp par- 
liament. The* policy, enforced 
since autumn 1988 to bring 
down inflation, has plunged 
n»hvMn business almost into 
A tA gn a tin n which only now Is 
winning the leadership serious 

m iPBiy, 

Until this meeting, the Con- 
gress session had apparently 
accepted the hardline leader- 
ship’s restrictive policies. The 
grievances now expressed by 
Chinese managers are a mark 
of general alarm at the way the 
economy has ai wm peH — and 
thafr businesses with It 

Sag Qifa. manager of the 
Tianjin Flying Pigeon bicycle 
plant said Hs factory now pro: 
(faced 20,000 bicycles a day, but 
becaus e^ he conld not sen them 
be bad huge overstocking prob- 
terns, the Hong Kong Ming Bao 
newspaper repor te d. According 
to the Peking-based China 
News Service, more than 10m 
fafcyctes'arB stride in shops all 
over China b ecause factories 
are churning out too many. 


Xing aIm attacked the gov- 
ernment . for postponing price 
r e for m, earlier placed on the 
agenda by Zhao Ziyang, the 
party leader sacked after the 
demonstrations last year in 
Peking ended in bloodshed. 
Xing said the price of a Flying 
Pigeon bicycle bad only risen 
from Yuan 109 to Than 185 in 
40 years, while raw materials 
costs had soared. - 

Xing also complained about 
the damaging *oouhfertracjr’ 
price syste m, d evised to 
encourage enterprises to pro- 
duce above-quota surpluses 
which t hey could sell at a free 
market price. The system dam- 
ages the efficient and favours 
those with friends who can 
supply fired pri ce niwiwVfaila. 

• China and the Soviet Union 
are expected to agree to reduce 
troop levels along their dis- 
puted border during a visit to 
Moscow by Li Peng, China’s 
Premier, next month. Renter 
reposts from Peking. *! 

Qian Qlchen, the Foreign 
Minister, said there were good 
prospe c t s for development of 
Slno-Soviet relations and he 
expec ted an eco nomic co-opera- 
ti o n agreement. 


ZIMBABWE’S voters went to 

wee£°af vfotencjT whteft^had 
mar red the presidential and 
pa rt i am ent ary camp ai g ns . 

The civil rights group, the 
fiafhnHr ' Qo —nMas for Jus- 
tice and Peace, wanted on 
Tuesday tint the level of vio- 
lence in the run-up to the palls 
“is already calling into' ques- 
tion the freeness and frinwAa 
of the election.” 

" In foe eastern border town of 
Mutare, the stronghold of Mr 
M p r Tekere, a former Miwipt 
minister, and his. new opposi- 
tion Zimbabwe Unity Move- 
ment (Zum), there was a high 
turnout. In other parts of the 
countr y, h owever, tu rnout 
ranged frotn'low to moderate! 
Voting ends today. 

No one outside Zum party 
headquarters believes the ral- 
ing wmhaiw African National 
Union, led by President Robert 
. Mngabe, fa going. to lose fids 
electio n . But if the opposition 
does we n in Mutare, and the 
suuuiuidingpcovince of Mant- 
caland.it will be harder for Mr 
Mngabe to carry oat hfa'aft- 

fltefrd I w tw i Hn n nf fluhiHkiHh^ 

a one-party state. 


SOLDIERS used tear gas to 

sgL gJs ax 

y e sterday as illegal demon- 
strations ^brought- the Tvory 
Coast capital to a standstill, 
Mark Huband reports from 
Abidjan. 

Demonstrators filled the 
city’s hnsinras centre far the 
first time since protests 
erupted six weeks’ ago. They 
were do ma Tiding Mia resigna- 
tion of President Felix Han- 
phouet-Boigny. The protest 
came hours after the arrest of 
Mr Aaron Adda, secretary gen- 
eral of ffie Union of Senior 
w— ni l niHiiw* i»t»i on Hon- 
da; night Mr Aden fa accused 
of a c g antahi g a strike of doc- 
tors and health workers which 
began as a 48-hour steppage 
* on Monday hot has now been 
extended hrtte fln tt eljr . 

Yesterday an estimated , 
1.0QP peo ple ga th ered in imp- 
port of a piHib of women who 
staged a sit-down protest on 
Abidjan's main street, halting 
traffic. The woman were call- 
ing tax the reversal of cote in 
public sector salaries of up to 


TOKYO markets took another 
battering yesterday with the 
yen continuing to devalue 
against the US dollar and the 
equity market returning to its 
slide after a brief pause for 
breath. 

The 2254hare Nikkei index 
lost aa farther 58L39 points, or 
1.77 per cent to close at 
314S63.57 after shedding a bare 
14JJ3 points on Tuesday. The 
dollar closed nearly Y1 above 
Tuesday's New York dose, 
trading above Y158 for the first 
time since January 1987, after 
persistent demand for the new- 
ly -fashionable US currency 
neutralised attempts by 
Japan’s central banka to stabi- 
lise the yen. 

Mr YasusM Mleno, governor 
of the Bank of Japan, insisted 
in Tokyo that accord on cur- 
rency markets between Japan 
and the US was not slackening 
and that Japan, in cooperation 
agreed with other leading 
nations, would continue to 
intervene strongly in the cur- 
rency markets. 

The bank backed his words 
with intervention in morning 
and afternoon trading bat the 
only result was that the 
decline in the yen was less 
than would otherwise have 
been the case. Sentiment 
against the yen could not be , 
reversed. 

The share market caug ht the 
same cold. A senior securities 
trader was quoted as saying: 
“Whether the yen fa at 158 or 
160, it’s pr e tty much the same 
psychologically. The market fa 
in a fix.” Another added: “ft fa 
impossible to see the bottom of 
the market right now.” 

The iwnHmilwg «Hifa fa fhw 
Tokyo markets comes in spite 
of weekend talks between the 
US and Japanese finance min- 
isters aimed at inducing gome 

gfcaMHty into tile iwtenMtinhAl 

financial system. 

No new initiatives on inter- 
est rates or exchange market 
i nt erve n tion were taken at the 
meeting in Los Angeles 
between Mr Nicholas Brady, 
US Treasury Secretary, and Mr 
Ryu taro Hashimoto, Japan’s 
Finance Minis ter. But they did 
reaffirm their commitment to 
economic policy ovoniination. 
including co-operation in 
exchange markets. 

Mr Hashimoto raised Japan's 
concerns about the weakness 
of the yen ami the desire for 
lower US interest rates. The 
main US concern was to make 
sure' the system remained star 
Me. 

The state of the Japanese 
markets will be an important 
focus of attention at the next 
meeting of the Group of Seven 
finance ministers central 
bank governors on Saturday 
next week when strengthening 
the policy co-ordination pro- 
cess fa certain to have an 
added urgency. 

Market report. Fags 47 


Tanzania invites 
foreign investors 


Wpg cent 


The measure, which 
Into affect on April 1, is 
intended to fffl a 9390m financ- 
ing gap in tiie 1980 budget 


Tanzania fa set to introduce 
more liberal investment laws 
aimed at revitalising the coun- 
try’s stagnant economy, 
despite opposition from same 
socialist hardliners. Renter 
reports from Dar es Salaam. 

A code, giving foreign and 
local investors new tax incen- 
tives and guarantees on their 
investments, has already been 
approved by the ruling nfanna 
Cha Mapi natal party, ft fa doe 
to go before Tanzania’s one- 
party parliament in April. 


New Zealand accelerates the sell-off of state assets 

as previously announced Privatisation could emerge as the main issue m this year’s general election, writes Terry Hall 


ORDER YOUR COPY NOW! 


FOR FULL DETAILS PLEASE TELEPHONE 
WAI-FUNG CHEUNG ON 01-407 5758 


PUBLIC NOTICCS 




. w . mmc invites evidence 

ABOUT THE ACQUISITION BY 
RANSOMES PLC OF 
gftglS CUSHMAN INC., BROUWER 
$*/? E QUIPME NT INC. AND OF 
^ BROUWER TURF EQUIPMENT 
LIMITED 


The Monopolies and Mergers Commission 
would like evidence in wilting an any aspect of 
the acquisition by RatiSPteCS PLC of Cushman 
Inc.. Brouwer Equipment Inc. and ofBrouwer 

Turf Equipment uniited. 

The Commission would like evidence in 
writing as soon as possible, to be sent to: The 
Reference Secretary (Turf Equipment). 
Monopolies and Mergers Commission, New 
Court, 48 Carey Street, London WC2A 2JT. 


T HE Labour Government 
in New Zealand this 
week signalled an inten- 
sifi c ation of its privatisation 
programme with the prospect 
that billians of dollars worth of 
state assets will be sold over 
the coming months. This 
week’s statement - a pre-bud- 
get document ostensibly 
desig n ed to reassure business 
that the Government remained 
true to the principles it 
espoused before the 1987 riefr 
ttona - Included a lengthy list 
of companies which will be pri- 
vatised. 

The most co nt roversial was 
the sale of 

expected to be sold shortly to a 
consortium rumoured to con- 
sist of British, Australian, 
American and Japanese amt 
panics, with some New Zea- 
land equity. The Telecom sale, 
which is expected to raise 
about 23 bn, has 'aroused a 
storm of puhlic protest, as the 
Government fa 1987 had prom- 
ised that it would not be sold. 

The statement also signalled 
the sale of the national rail- 
ways, indnding its foxy net- 
work and national bus com- 
pany. All port companies (at 
present controlled by local 
councils) and the three interna- 
tional airports will also be pri- 
vatised. 

However the statement did 
not men tion plans to expropri- 
ate and sell the electricity sup- 
ply aathorWes. in spite of a 



UNBUNDLING 

THE STATE 


leaked Treasury report which 

recommended that each user 
be given a free share, which 
they could then sell to private 
local or foreign companies. " 

Other MHtiw fo bis are 
the state forests, the tourist 
corporation’s prestige hotels, 
t h« state insurance «fn 
tourist department’s uSonal 
and international travel offices 
and possibly Coakorp, the for- 
mer state coal mining opera- 
tion. Being readied far sgfa are 
Landco rp, which controls most 
government bu ild ings and land 
holdings, New Zealand Post 
and Electricorp, which oper- 
ates all power stations and the 
national grid. For technical, 
commercial and monopoly rea- 
sons, these sales are being 
delayed. 

The Government has moved 
quickly over the past three 


years to dispose of state assets. 
Most sales have been contro- 
versiaL Critics have argued 
that companies such as the 
.Rural Bank, P e troccrp and 
Fletcher Challenge, the sales of 
which realised about $2.6bn, 
were priced too low. 

Other disposals included 
Postbank (the former post 
office .savings bank),' which 
was sold to tiie ANZ hank for 
8665m. More than, gibn was 
raised through sales df the 
Shipping Corporation, the 
Bank of New Zealand, New 
Zealand Steel, Government 
Print, the DFC, Heelfli Com- 
puting Services, Commnnkate 
New Zealand (government pnb- 
lidty services), and the 

national 'film ' fmlf 

Most of the sales have been 
Opposed by public service 
unions, whose membership 
rolls ware drastically reduced 
as the former government 
departments were “corpora- 
tised” to make them more 
attractive to' investors, hi addi- 
tion opinion polls indicate 
widespread public 'dissatisfac- 
tion with many of the sales. 

The intensification of the 
programme six a wa y 

from an election has contrib- 
uted to Labour’s «ii*> in the 
polls. But there Is a belief 
among key cabinet ministers, 
supported by Treasury advis- 
ers, that the Gover nm ent has 
no rcBe in“the private'' sector. 
The Treasury has not denied 


New Zealand state sector 
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nue has been used to cut inter- 
nal debt, and in a farther 
switch the Government said 
this week that some 8300m of 
the money raised by the Tele- 
com sale will be used to ftnyj 
“capital works” in the twaHh 


mid educat ion areas. The oppo- 
sition says the money wiu be 
used to buy votes. 

The number of workers 
employed in the state sector 
waa reduced sharply as a 
result of the initial corporatisa- 
tion programme, under which 
the former gove rnment depart- 
ments were readied for safaTln 
the year to March 1980, 8B2M0 
or 2&3 per cent of the work- 
force, were employed in the 
state sector. 

~ Numbers peaked at 910,000 
m 1988 and dropped to 81&00 
by March 1989. Corporatisa- 
tion, however, brought effi- 
ciency sains and financial ben- 
efits as the restructured 
orga n isat i ons , with lower debt, 
began producing substantial 
dividends to government cof- 
fers. 

But has prinaHanUnn been a 
complete success? The answer 
is probably no. ft has provoked 
endl ess controv e rsy and fa 
developing into the major elec- 
tion Issue thfa year. 


reports that officials are assist 
fag Mr RichartlTTebblB, the 


state-owned enterprises minis- 
ter. in accelerating the pro- 
gramme because of a percep- 
tion that the opposition 
National Party, which has been 
critical of the programme, may 
win October's elections. 

The National Party has 
suggested that it will force 
same international companies 
to sell back “strategic" bedd- 
ings. ft has also spoken of a 
retting at 24A per cent for for- 
eign hofaings fa key privatised 
companies. 

However, it would be diffi- 
cult for it to enforce thfa pd^cj 
if ft became government. 

There fa afao strong , oppori* 
tkuT'fo privatisation among 
Mbwing Labour MB*. Brewer 


wavering ministers and back- 
benchers are "o utnumbere d far 
those determined- to continue 
the fast pace of reform begun 
by the Mr Roger Douglas, for- 
mer Finance Minister. 

Mr Prebble’s controversial 
handling of the programme - 
in particular the sale of Petro- 
corp, which was to have been 
sold to British Gas hut which 
at the last minute was sold to 
Fletcher Challenge - was a fee- 
tor in bis sacking by Mr Lange. 
Mr Prebble was reappointed 
this year by Mr Geoffrey 
Palmer, the new Prime Minis- 
ter, apparently to speed i ip the 


New Zealand voters have 
been assured that the sales 
yme essentia to reduce over- 
seas' debt More recently reve- 


This is the fifth article in a 
series on pnmtisfitioTL Previous 
JP^fkstmandonOieJbntan 
p^mFlOruaw 28 > March $ 
13 and 23. 
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Brazil minister 
to seek broad 
revision 



By John Buttons in S8o Paulo 


w*r t 
vj 
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MS ZELIA Cardcao tieMeDo, 
BrazO* *B Econo my Minister, is 
to meet the conntiy’s creditors 
and DS government officials 
this weekend for the first time 
since the new government took 
office <m Marti 15. The minis- 
ter and all her wwW staff are 
to fly to Montreal for the 
annual general meeting of the 
Inter- American Development 
Bank, to begin on Sunday. 

President Fernando CoBor de 
lieBo said at a news oonfv' 
«nw> hte on Tuesday that he 
had told -the minister to 
nplafai Brazil’s radical anti, 
inflation policies and “initiate 
contacts for a bread rnugods 
«nw of the foreign debt-" : 

Mr CoBor promised last 
week that Brazil would not pay 
more than $5hn a year, to ser- 
vfce *he yi'ifffm ftindfl'n .debt. 
Brazil- sfeomied paying all inter- 
est prfniiyBj Septem- 
ber and has accumulated 
arre ars of $&5bn. Dividends, 
royalties and other payments 
have also been 


Mis Cardoso de MeOn has yet 
to designate a chief debt nego- 
tiator, usually the Central 
B«nfc president. Mr 


Ezfe, now the tank president, 
Mr S€rgk> N aertmehlo , a a ento r 
adviser, Mr QodoeMo; Hngue- 
ney. Secretary for Interna- 
tional Affairs and Mr Marcbs 
Gianetti Fonseca, Planning 
Secretary, will all accompeny 
her to Montreal. . _• ./ 

. Mr CdDcr hopes to capitaHse 
on the success of hie tough 
domestic policies to demand^ 
he&vy concesekms from credi- 
tors abroad: *1 am pleasantly, 
surprized by the positive reac- 
tion abroad to our .economic 
stabilisation plan, It Js a, sign; 
that we wEQ meet a favourable 
environment them. ■* 

"What we want is to sit wt 
the table with no unilateral 
position. The debt is absolutely 
unpayable. It is ftmdmnental 

♦bait the w Mitef hanlrg - m *At*r - 

. stand it is rnodh better to have 
a debtor which .can pay inter- 
est, not these abusive, -extor- 
tionate [Interest ratesj," the 

proddent said. 

- Ms Cardoso de MfeDo is to 
return to Brazil via Washing- 
ton, where she is to meet Mr 
James Baka, US Secretary of 
State, and Mrs Carta Hills, US 
Special Trade B^presentattve. 


Disarming of contras 
tops si 

By Tim Coone in Managua 


FIVE Central American 
pw sMents are to give priority 
to disarming the US-backed 
fficaragaan contra robefe, at a 
summit next week in Nicara- 
gua. 

Thta will he the first regional 
summit to be held in Nicara- 
gua, and follows two years of 
pnHtteal nrwi diplomatic efflw te 
to bring peace to the region. 

Last Friday, contra field 
commanders agreed to begin 
demobilising their 12,000- 

«f rat iff ttfiny ha«»H hi ff<nwh|. 

rasTont doubts remain over 
die timetable. 

The outgoing Nicaraguan 
government of Presklant Dan- 
iel Ortega and flw incoming 
one of President-elect Violeta 
g M mw w agreed on Tuesday 

tfmt tha oontnw Tirawt be ifaiin . 


hfflaed by April 25, the date of 
Mrs Chamorro's investiture. 

However,- Commander 
Franklin, of rmrtn con- 
tra leaders, said *Wb week that 
his troops will remain with 
their weapons within UN-su- 
pervised “security zones’* 
Inside Nicaragua, until after 
Mrs C ha mo r ro baa taken office. 

The UN Security Council has 
agreed to send 800 Venezuelan 
peacekeeping troops to Nteaxa* 
goa to help a 700-strong UN 
c ontin g ent already in Central 
America 

Next week. Central Ameri- 
can foreign ministers are to 
meet representatives of the 
European Community in Dub- 
lin to discuss a f2S0m aid pack- 
age to revitalise trade in Cen- 
tral America. 


Argentina 
alters sale 
conditions 
on telecoms 


By Gary Htri 

Ht Buenos Aires 

- THE ABGENT3NB 
Js, to .alter the privatisation 
terms of Its tefocommanlca- 
•ttotuc company, KNTeL~ The 
changes wU follow 
pressure in . Congress, . toe 
gre a test tram Miwwf 

tire majority Peranlsts. 

/"The «lteM Min wwiHtimw 

of ENTri (which registered a 

USE deficit equivalent to 
tUAri tou on two ar e as: 

Sw auMi uiit of foreign to 

Mwrttepdfar unity in the 
sale, apt- the level of animal 
profit to he g ua ra n teed by tire 
state- agree .toe c o m pany is In 

. Tire 66 per cent of HITel far 
sate will now offer potential 
b u y e rs a reduced guaranteed 

profit of 16- per centenfLSta, 

(tte pnduK price fixed), not 
Id per cent on $3JSbn (ENTri’s 

idnutwlm as find by toe 

government) as «Hgi»aiiy 


- : ENTeL which is to be 
dtvldad into two companies 

(niwUi end — «e»), flm« os fw 
a guaranteed profit of some 
f200m a year less than 


Also, .filS «M i Mt of ftwrig n 

o be exchanged is now 

a fixed tninTwmm- The 


of file two ENTel com- 

nuirtwt are Mnf.asked br a 

-tateiyzLtei incasli and 9880m 

to pnraha se' variou s Argentine 

• The g overnment had not 
previously made clear that 
there eras s' wMumi 

AOiEwqwWy oriiwp 

However, toe new terms fix 
fie minimum acceptable debt 

Tfl i anp nfTinr at The 

new trams make clear that 

operators which offer toe 

greatest quantity of debt 
oMF -hu n g i i, mdUmly Ip 
of the fhMmrfnfamiw, will be 
soccesaful In toeir Vtes, ell 

rise Swi n g w qnal 

. The late alterations to 
Offd’i cnnd M b a s of sale - 
the final 

is set far. Jane 28 - are bound 
to alarm the five foreign oper- 
ators which have expressed 
t nte w t The B a Ha n f|u,| |'*"T 
SIXT. Tdefanka of Spain, Bell 
8ooto of toe US, Nynex of toe 
US, and Cable and Wireless of 
jw ^ Mk e jy to re- 


Fear pervades Shining Path stronghold 

Peru’s most troubled region prepares for pre-election violence, writes Sally Bowen 


__ . can- 

didate Is hoted up in the 
state tourist hotel with 
two UzMotfog bodyguards In 
attendance. Five peasants from 
a community self-defence 
gro u p wait outride his bed- 
room: Thsy are there to beg for 
to protect themselves 
guerrilla violence. This Is 
how Pern’s most troubled 
departmental capital, Ayacu- 
cho, Js bring forced to conduct 

the nwmp iri gn far tha April 8 

presidential and pariianrentsxy 

dlprtiniw . 

The mountain town, 200 
pilau south-east of i-i*"*, 
appears calm. Full-skirted, 
behatted Indian women cori 
on primus stoves around the 
central square udnte a minor 
presidential candidate 

frarwTTgnwg tho wmwTI CTOWd. 

The last assassination by the 
Sendexo Luminoso (Shining 
Path) guerrilla group within 
the city limits - afacantSdate 
of the conservative Democratic 
Fro nt coalition - on air red on 
March 3b 

“The calm is only apparen t." 
says the local mayor. 1 can 
absolutely assure yon that 
there win be serious awmnpta 
to stop the elections." The 
Ayacucho police chief agrees. 

The town, famous as the 
tfafli battleground far indepen- 
dence against rim Soanish. in 
1824, has recently acquired a 
more notorious to inter- 
national renown. 

Tn 1900 a Mmvlrt pMWwihy 

professor, Mr Abimael Guz- 
man, used Ayacucho to launch 
his Maoist Shining Path revo- 
friHnw fihuy then violence h*** 
(i^iw ffie dsps rtarent. ' 

Of the kfflings offleiany 
attrib uted to Sendexo through- 
out Peru Imt year, over a third 
took place in Ayacucbo depart- 
ment — 858 of the victims were 
peasants. Sendero's activities 
over the past decade have 
spread to neighbouring depart- 
ments as wril as the fgpttui, 
Lima. Nationwide last year 


cfled from politi- 
cal violence, a 61 per emit 
increase on 1968. 

... Sender© violence has farced 
many p***”*"* farmers to aban- 
don the Countryside for the rel- 
ative safety of Ayacucho, dou- 
bting toe town's population in 
under a decade. 

The' destruction of a nearby 
government training farm 
(originally the prope r ty of Abi- 
mael Guzman’s brother-in-law), 
testifies to the guerrillas* hos- 
tility to progress and author- 
ity. The "win buildings ware 
dynamited and a burned-out 
tractor and vehicle He in the 

cou rty ard. 

A lone family ■tw w i wt to 
scratch a living from the once 
fertile lend. The mother wept 
as she recounted the most 
recent guerrilla attack: *T am 
afraid; I want to leave but 
there is nowhere to go. Now 
tiie army want ns to join the 
rondas.^ ' 

Ban das are peasant self-de- 
fence groups originally used as 
protection against rustlers. 
Now they g uar d against Sen- 
dero. An Ayacucho deputy, Mr 
Alberto -Valencia, from Presi- 
dent Aim Garda’s Amwrlram 
Popular Revolutionary Ain. 
ance (Aprs), favours arming 
tire ronderos with modem 
weapo ns . These would replace 

tho n yifl ny hnmivma^p m wwiT 

currently In use, inr-intHwg 
guns made from pipes, and 
improvised bayonets and 
-lances. 

Mr Valencia Is ww«ii of his 
own party’s lack of c ommit . 
irmt it to Hut str u g gl e ■ 

Sendero. He believes tiiat the . 
Democratic F ron t of BfT Martp 
Vargas Uosa will arm the roa- 
deros if tt wins the Sections. 

“At last the realisation is 
d a w ning in Peru tiiat the only 
army really d is posed to fight 
Sendero, and without pay, is 
the peasants,” he «m. 

But for the rural poor, the 
price is high. Sendero, with the 
superior firepower of auto- 



A- general strike called yesterday throughout Pern by tire Maoist Sendero Lmatooso guerrilla 
movement s tra nded c ommu ters m the capital Lima as transport operators stayed home 


Tftirtfo riftww . m fnte« in 

on army and police patrols, 
regularly wipes out small ran- 
dero bands In' Ayacucho’s 
remote highland glens. Bodies 
are frequently dismembered. 
News of mamacres often takes 
several days to reach such 

HfithnriHpB gg i wiiatn 

Army tactics are changing ^ 
however. In recent weeks the 
arm y has been conducting cen- 
suses in as many as 150 vil- 
lages. The ahn is to recruit-vil- 
lagers to help army patrols to 
i dentity nd mu Sendero&ctfv- 
tets. The civilian con sc ri p t s are 
provided with guns and the 
black ski-type masks used by 
tire army to avoid identiflea- 
tinn and retribution. 

For many of Ayacucho’s 
rural population the a rmy has 
lurnirm era foared as Sendero. 

Allegations of peasant massa- 
cres by the army have contin- 


ued under President Garcia 
and reports of disappearances 
of “presumed terrorists” are 
commonplace. 

fat Ayacucho, Mrs Angelica 
Mendoza runs a soup kitchen 
for the orphaned children cf 
disappeared parents. She has 
records of 5^00 people detained 
between 1980 and 1969 in the 
area. She said last year’s total 
was some 300, of whom 270 
“reappeared," although many 
had been tortured; the other 30 
aie itnmm ra mtoH far. 

Mrs Mendoza said: “People 
can tell tire difference between 
tha military ««e Sendero. They 
know when the hooded figures 
entering their houses at night 
are .soldiers. Sendero come in 
and HU They don’t take peo- 
ple away and to rtur e them." 

hi *hi« atmosphere, tt is not 
surprising that most local resi- 
dents c omriflftr tiw upcoming 


elections irrelevant The politi- 
cal-military raitimanri of this 
emergency zone Insists that 
voting for president, congress 
and, for the first time ever, 
regional deputies, wifi he nor- 
mal. But tt seems likely that 
the pattern of the November 
municipal elections, when over 
two-thirds of Ayacnriu’s intim- 
idated voters spoiled their bal- 
lots, will be repeated. 

In the queue for a flight out, 
a middle-aged woman reported 
being stopped before dawn on 
the way to the airport by 
hooded Senderistas. They 
searched the taxi and exam- 
ined fire occupants’ documents. 
They let her eo nr>mnip<rfpd- 
fo regoing their demands for 
contributions to revohxtionaxy 
funds since was travelling 
to lima for a urgent eye opera- 
tion. Their parting shot: “Per- 
haps another time, sehora". 


Mexico to boost in-bond industry through tax regime changes 


CHANGES in the tax regime g ov ernin g 
Mexico’s maquiladora (in-bond) Indus- 
try, including a 4 per cent cut in corpo- 
ration tax from 40 to 86 per cent; wfll be 
be announced soon by Mr Pedro Aspe, 
F inance - . Minister, Richard Johns 
reports fixan Mexico City. 

Also, all Mexican arias to maquila- 
dora industries will be ex em pted from 
valued-added tax .- 4 an incentive to 
national input 


The fiscal changes follow provisions 
of a decree an fire industry, issued in 
JatoDecember, by which maqufladoras 

urn «p 11 tO the il n w WI n m« rin » t pnpd f 

worth up to 50 per cent of tire value of 
their e xports. Other incentives were 
given to increase local content 
The changes a gainst a forecast 
growth of 13-15 per cent in tire maqufla- 
dora sector tins year and a projected 10 
per cent rise in foreign exchange eam- 


tng3 to tea. 

The industry, whereby components 
and raw materials are imported from 
fire US tax-free and nwiahaii goods are 
re-exported with duty paid only on the 
«Mri value, is the country's wwmui 
biggest foreign avKhawga earner. 

According to the American Chamber 
of Commerce hero, 250 new plants are 
Hkely to be established in fire .course of 
fire year, it also expects that the value 


of Mexican input, winch is only LT per 
cent of t ur nover , win rise by $2Qm to 
8175m. 

In mid-1969 tire number of maqnlla- 
dora pfanta operating in Mwrim was 
L674 - up 18 per cent on the previous 
year. Daring January-September 1989, 
foreign earnings from the sector were 
822te - a 82 per cent increase over fire 
equivalent period of 1988, compared 
with Bn tourism receipts. 
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The geared way 
to buy into the fastest 
growing economies 
in the world. 


ASIA TIGER 
WARRANT FUND 


In the 1990*s we expect the Asian economies to 
be amongst the fastest growth areas in the World. 
Investing in this success however can be difficult 
for many of the' Asian stock markets are still 
dosed to outsiders and investors may only, wish, 
to commit a small amount of money to new 
and untested stockmarkets. 

MIM Britannia now has the answer - 
the Asia Tiger Warrant Fund. 



Asian equity warrants provide a “geared” or 
“leveraged” exposure to equities. Asa result both 
risk and potential gains are much greater with this 
type of fund than ordinary equity funds. 

The gearing inherent in warrants will increase 
the risk and potential reward to investors in the 
Fund, we therefore recommend that investors do 
not expose more than 1—2% of their total 
portfolio to the Asia Tiger Warrant Fund. 

->€- 


To: MOM Mtnwfa 1 
P.0. Box 271, MIM] 


,<hwiah att iii , fc g « inwj M q ,ct 


The MPA B iiwnnU AA Tlgnt Wwnt Pond 

(on the foca» rfwfakfa «ta» « ppHalfnm wffl bo ■ ccopf il) . 

"*»« 

APPRESS 
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MTM a BRITANNIA 

INTERNOTIONAL umtted 

MIM Britannia House 

P.O. Box 27 1, Grenville Street, Sl Helier, Jersey. Channel Wands. 
Telephone: (0534) 73114 Telecopier: (0534) 73174 


MINIMUM INVESTMENT -U^4S, 000 

The Fund is denominated in US. dollars 
and was launched on 22nd January 1990 at 
US. J2. 00 per share. Investment can be 
accepted in any freely convertible currency 
through the Currency Conversion Service. 

It should be noted tiiat past per f o r mance 
is not necessarily a guide to the future. 

The value of shares can fell as well as rise. 
Investors may not get back the amount 
originally invested. . - 

The Fond has an initial charge of 6% 
and annual charges of 2.675%. . 

The Fund is an open-ended investment 
company (SICAV), based in; Luxembourg 
and its shares axe listed on the Luxembourg 
Stock Exchange. 

.-. Registered Office: 14, Rue Aldringen, 
Luxembourg - R.C., Luxembourg B24400. 


MI M BRIT ANNIA INTERNATIONAL 
LIMITED 

MIM Britannia International Limited is 
the General Portfolio Manager and has been 
appointed distributor of the Fund haring 
received a permit to act as functionary to the 
Fond undo 1 the Collective Investment r. 
Funds (Jersey) Law 1988. 
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TRAVELLERS CHEQUES. USE THEM LIKE CASH 




fJo/tas. Texas 

Visa Travellers Cheques give you all the security 
and flexibility you need while abroad. 

Our cheques can be used securety for shopping, 
entertaining, hotels and travel in Europe and around 
the world. 

They can be replaced quiekty and eaaty-usually 

in less than 24 hours. 

VisaTravellers Cheques are available in 13 different 
currencies- more than 
any other cheque. 

So, next time you 
travel make sure you 
ask for Visa Travellers 
Cheques. 



ALL YOU NEED 
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INTERNATIONAL 
PLOVDIV FAIR 
BULGARIA 


7-13 MAY 1990 

INTERNATIONAL FAIR OF CONSUMER 
GOODS. MACHINERY AND TECHNOLOGIES 
FOR THEIR PRODUCTION 
24-30 SEPTEMBER 1990 
INTERNATIONAL TECHNICAL FAIR 


These are the dates you should write down 
in your business calendar. Your 
participation in the Plovdiv Fairs will 
improve your business potential to 
your partners. 

Study the Bulgarian market and avail 
yourselves of the chances of industrial 
cooperation and formation of 
joint ventures. 


International Plovdiv Fair, 

Bulgaria 

4018 Plovdiv. 

37. G. Dimitrov, Blvd. 

Tei: 55 31 91. 55 31 46 
Telex: 44432 Parte. Bg 

44709 Partet Bg 

44710 Par tet Bg 
Fax: 32/26 54 32 


AMERICAN NEWS 


US Energy 
Department 
drops role 
as nuclear 
monitor 

By Antiiony Harris 
in Washington 

THE US DEPARTMENT Of 
Energy is to give up tesposui- 
bflity for monitoring the safety 
of its nuclear plants, its Secre- 
tary, Mr James ' Waiting, 
announced late an Tuesday. 

The Department is responsi- 
ble for a major part of US 
weapons production and is 
ftpgpgqrt in a massive clean-up 
of hazardous faculties, esti- 
mated to cost ’ more than 
fiSOba over the next 10 years. 

Long-standing suqdcKnu ' fa 
Congress and among labour 
unions that the Department 
routinely covers up adviser 
findings were recently 
inflamed by an allegation by a 
health researcher that he was 
asked to Water down a report 
showing unusually high cancer 
levels at the weapons plant at 
Rock? Flats, Cabmuto. 

This allegation is being 
investigated by the Depart* 
meat's ingpectorgeneral mid is 
not officially admi tt ed. But Mr 
Watkins decided to transfer bis 
health research responsibilities 
to another department follow* 
lng the report of an expert 
paneL 


Estimate of 
real GNP 
revised 

By AiShony Harris 

THE US Census Bureau has 
slightly revised its estimate of 

wwl (W P hi IIHb final qnurr frw rf 

1988, to show growth over the 
third quarter at an Himualrate 
at LI pa cent, against a previ- 
ously estimated 0.9 per cent 
annual rate. ■ 

The revision resulted team 
small upward changes In esti- 
mates for sales hi some catego- 
ries,- notably computers and 
industrial plant, and revised 
inventory estimates. 

TW chairman of the Council 
of Economic Advisers, Mr Mia* 
rfawl BosJrin, said the figures 
showed that the economy had 
performed “more Or less as 
expected." 


Troubled Haiti gets a chance to try again 

Canute James examines President Pascal-Trouillot’s opportunity to change history 



US. Ertha PasCal- 
TrouiUot, Haiti’s 
Interim president, 
has anqpportauity of writing 
hersetftoto th? often troubled 
and traamatlc history of her 
country. She .can do so, how- 
ever, only if she is left alone by 
-Haiti’s army and assorted 
imrmed groups and if aim Is 
given help by foreign friends 
.and neighbours. 

Mrs Pascal TrouiUot . who 
was put in charge of the gov- 
ernment earlier this month 
after the military leader was 
chased -from the. country by a 
wave of popular protest, has 
one task-' .In the next few 
months dm has to guide the 
Caribbean nation & she mlDion 
people to elections, and to 
uvtn s ce the transfer of author- 
ity. to what would be Haiti’s 
first meaningful elected admin - 
istration in 35 years dominated 
by civilian and military dicta* 
toishipa. - - 

."My modest person has been 
chosen to guide, for the 
moment, the destiny of the. 
nation," the President said 
when She was sworn to office^ 
"1 have accepted this task in 
the name of Haitian women, 
and I intend to take the coun- 
try, in the shortest possible . 
time, towards an elected gov- 
ernment.'* 

When Gen Prosper Avrii, 
who headed a military govern- 
ment for 18 months, resigned 
and left the cotmhry, the lead- 
ers of several oppos i tion par- 
ties and Gen Heninl Abraham, 
the head of the army, agreed 
on a candidate for the interim 
presidency. 

. Mrs Pascal Trouillot was 
their fifth fewum tbs 

others refused the job. Such is 
the uncertainty of leadership 
in the . maelstrom of Haitian 
politics that few are now will- 
ing to risk, even temporarily. 



Pretident Pascal-TtoulBot keeps an «yeon General Herard Ahraham. who helped her to power 


trying to pot things right : 

. Since President JeanOaode. 
Duvaller fled the cou ntr y In; 
February .1986, ending 29 years .' 
■of family dictatorship. Haiti ■ 

. has made tortured progress : 
towards political reform. The 
efforts have been ambushed by ■ 
political thuggery which is 
common in the country, and 
which was evident in the mur- 
der of 84 people in 1987 while 
they waited to vote in a pxeat- 
-dentiaL election: 

This was followed by a vote ' 
of questionable integrity, lead- • 
-ing to a short-lived civilian 
government which itself was '< 
followed by two grape and at 
least three botched a ttempts. * 

-Despite tiie difficulty of her ' 
-job, Mrs Pascal-TrouffiDt has 
geveral things : gnhw for her. 
Since the faTL of the DuvaHer ' 
dynasty, Haitians -have dearly 
shown they want change. Gen 
AvriTs downfall resulted foam 
foiling to live up to promises of 


free elections and to a transfer 
.of power to a civilian govern- 
ment. Bid' Haitians could not 

Mr f hiu lratiw i w him, 

£u late January, the head of the 
gove rn ment declared a state of 
emergency and deported the 
leadets of several political par- 
ties- 

.-Mbs Pascal TuouCZot has also . 
received promises of support 

from frfaiwfg end nrf g hha mn 

She has beat welcomed by the 
US which tradi tionally fa»s 
heen^t major player in Haitian 
poUtiG8. 

^-Washington was . embar- 
rassed by :the performance of 
Gen Avrii,. wbo had been 
described by the State Deparfr- 
ment as offering the best hope 
Cor political reform in H am . 
Official aid to Haiti was 
suspended by toe US after tile 
massacre of voters to 1987, bat 
to encourage Gen Avrii, Wash- 
ington had promise 
cart, "humanitarian” aid. 


. The general was virtually 
-abandoned by Washington 
after his ex c e ss es to January. 
-The interim president Is also 
bring suppor ted by Caribbean 
neighbours, mainly the coun- 
tries of the Caribbean Eco- 
nomic Community (Caricom). 

At a weekend summit in 
Barbados, the community’s 
leaders said Mrs Pascal-Troml- 
. lot's administration offered 
Haitians “fresh hope for seexxr- 
their elvfl. and political 


Caricom has restated an 
offer, first made to Gen Avrii, 
to assist in planning and 
administering elections -skills 
which are rusty to Haiti but 
well honed to the Caribbean 
Com muni ty. 

"Haiti is not going to go 
away,” said Sir Lynden Pinat 
lng; prime minister of the 
Bahamas. “We are going to 
have to find a way to live with 
-the and it will be to 


we can. 

But Mrs Pascal-Troufltot can 
be forgiven if a he mov es 
warily. There are dement s Jn 
Haiti which are wt roe 

sort of change which she 
intends to oversee. 

gft ya the departure of Gen 
Avrii, armed gangs have been 
■roaming sections of Port-au- 
Prince, the capital, a nd oth er 

towns. Haitians speak fearfully 

of a resurgence of the “tontons 
macootes,” the r uthtes s and 
feared praetorian guard of the 
Duvalier dynasty* And t here to 
general concern in the cmntry 
about the palace guard of 
about M 00 men, loyal to Gen 
Avrii until his departure, but 
now without his patronage, 
who are uncertain about their 
futur e well armed. 

The army, which has been at 
the heart of political matters 
for the past four years, is 
always regarded with suspi- 
cion. But Gen Abraham has 
scored highly so for. Mr Marc 
■Bazin, who is expected to be a 
touting candidate in tin presi- 
dential election, said be Is 
encouraged by the behaviour 
of the army ova the past ten 
days. 

According to Mr Venel 
Remands, a member of the 
Council of state "The army 
realises it is to its advantage to 
unite with the people to pull 
the country out of this mess.” 

There may be few, however, 
who would be willing to dis- 
count the likely difficulties the 
interim administration win 
foce in the next few months. 
The good intentions of Mrs 
Fascal-Troufflot could easily be 
derailed by instability 
fomented by those who think 
the co unt r y would be better 
run by senior military officers. 
And . there are many to Haiti. 


Petroleos de Venezuela plans new oil investments 


by Jo* Maori in Caracas 

MR ANDRES SOSA HETEL 
the new -president of Vene- 
zuela’s national oil company, 
PetroleoS de.. Venezuela S-A. 
(PDVSA). said that he pfans to 
pash ahead aggressively with a 
safes of new p roject s to Vene- 
zuela's 'petrochemical sector, 
and Increase in vestments, to ad 
expl orat ion and production 
capacity* 

Mr Sosa, who eariier this' 


month took over as president 
of FDVSA, one af-tbe wodtfs 
hugest oil companies, said to 
an interview to Caracas- that' 
he expected and 

domestic Investors to play a 
key role In new projects to be 
'8 et up in Venezuela. 

Conditions for foreign inves- 
tors In Venezuela have 

Im pw nwwd “ifam nnSmiy over 

the laBtr year, be said. ' 


The qfl c oiu p any' s new. man- ; 
agement - which includes -Mr 
Sosa and seven new directors ' 
on the 15-member hoard -is 
.planning no fhridainehtal L 
changes to Investment plans 1 
through 1995. 

Mr Sosa, a 47-yeardd attor- 
nsy and businessman,- was adt- 
leased by smne long-time oil 1 
company executives as an 
industry "outsider” when he ' 


was picked to head Venezuela’s 
largest company. 

. He replaced outgoing .presi- 
dent Juan Chactn, who worked 
to the Venezuelan oil industry 
for 35 years. 

fii .choosing Mk Sosa, Presi- 
dent Carlos Andres Perez, dem- 
anatrated that ha wanted the 
.state Ml omnpany to be headed 
.by a successCUZ entrep r eneur 
with broad political experience 


rather *fa»u a manager from 
the industry's ranks. 

Aside from working as a law- 
yer and manager, Mr Sosa also 
served as an independent sena- 
tor for the Venezuelan socialist 
party, MAS, during the 19708. 
Three other Industry "outsid- 
ers" were also named dir ec to rs 
of FDVSA earflar this month. 
The majority at board mem- 
bers are oil executives. 


-- ■•'V r . 






Welcome To Le Club. 



m 


Air France is pleased to introduce its new 
vision of business travel: Le Club, a crea- 
tive space conceived for the demanding 
executive. A whole array of exclusive ser- 
vices have been designed to facilitate your 
business trips before, dur- 
ing and after the flight. 

Such as separate check-in 
counters. State-of-the-art 
comfort. A champagne 
welcome. A gourmet 



meal and the best wine cellar in the sky. 
Car and hotel rental services. Air France, 
the airline with the most destinations in 
Europe, sees business travel from a uni- 
que perspective. As does French sculptor 
Daniel Buren with his 
work in situ entitled 
“Passage". Come share 
that vision. Fly Le Qub, 

THE FINE ART 
MI OF FLYING 
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Electricity Privatisation 

French sign deal 
to supply power 
across Channel 


By Maurice Samuelaon 

THE FRENCH end British 
electricity industries yesterday 
frignod a three year agreement 
for the resumption of large 
scale sates of French n uclea r 
electricity across the En g lish 
Channel. 

The deal wag signed in Faria 
between BacMdtf de France, 
the French state utility, and 
the 12 area distribu tion compa- 
nies of Bln gland and Wales. 

The National Grid Company, 
which will inherit the Central 
Electricity Generating Board's 
(CEGB) to hair the cross- 
Channel electricity link, is 
In volved In the deal which will 
provide French access to the 
new British electricity trading 
pool being set np this weekend. 

The Wwir has a o a i wri ty of 
2,000 Megawatts andwHl be 
folly available for the 
exchange of power In either 

iBrarHm , 

The deal with the distribu- 
tion comp an ies, however, fis for 
the sale of LS0QMW of French 
power and will provide a firm 
price for these deliveries. 

Mr Duncan Ross, chairman 
of Southern Electric, said 
EdF*s presence in the British 
power market wnald Increase 
compet iti on there and was a 
“useful expansion of the area 
distribution wwnpaniai * elec- 

BD 1 ^^thyTOmte, chief 
exec utiv e of ALEC, a Joint ven- 
ture company set up by EdF 
and Associated Heat Services 
to supp o rt EdF In the negotia- 
tions, said his company 
intended to seek farther oppor- 
tunities for .EdF in the British 
power market. 

It was also announced yes- 
terday that the East Midlands 
Electricity Board and Hawker 
Siddeley Power Engineering 
are to buQd a new £UQm ns- 
fbed power station at Corby, 
No rthamptonshire . 

tiie summ^^^^ng thefoon- 
dnston of a gas supply agree- 
ment with British Petroleum 
and for purchase of the elec- 
tricity by the East Midlands 
Electricity Board. 

In London yesterday, a City 


investment analyst warned 
other private electridty pro- 
ducersthat ferw genuinely inde- 
pendent stations were likely to 

be btdtt of domination 

erf the UK power market by the 

two main generators. National 
Power and BtnrerGen. 

Dr John Wilson, an equities 
researcher at stockbrokers 
UBS Philips & Drew, told a 
c onf erence of the Association 
of Independent Electricity Pro 
ducers that the CEGB snccea- 
sor companies would keep 
power prices low enough to 
make It difficult for newcomers 
to break into tiwir market. 

According to Dr Wilson, the 
ind ep e ndents would pose “the 
threat of competition" but 
were unlikely to be able to 
raise money to bring 

competitive projects to frui- 
tion. 

like power stations planned 
by a number of other electric- 
ity rH wt r l h u Hfm w n n n a nlflu. the 

Corby plant is intended to give 
tiipm harnatnimr levoase over 
Natica^Poweand PowerGen 
from whom the distributors 
most of the power saddles. 

The Corby turbines are to be 
buflt by the European G as Tm > 

eral Electric of the US. 

The plant's gas will be sup- 
pled from DP’s Bruce field in 
the North Sea. Following last 
year’s Monopolies and Mergers 
Conu nte atan re cQmmaDdatiotif, 
up to 10 per cent of an new 
North Sea fields has to be sold 
to customers other than Brit- 
ish Gas. 

• AMOCO, the US oil com- 
pany, is to support a £40m Brit- 
ish pQot plant to make petro- 
leum from coal. 

It will invest flm in the Brit- 
ish Coal Corpor a tion's plant at 
Point of Ayr,. North Wales, 
which is designed to liquefy 25 
tonnes of coal a day into petrol 
and other oil products. 

The Point of Ayr plant is 
also receiving financial support 
from the European Commu- 
nity, Ruhrkohle, the West Ger- 
man coal producer, and the 
British Department of Energy. 


Broadcast 
law altered 
to reflect 
tradition 

By Raymond Snoddy 

A REMABKABU5 compromise 
has been strode between the 
Government and Britain's 
broadcasters over the broad- 
casting bill beading toward s 
report stage in the House off 
Commons. 

The free market prinriples 
that were at the centre of both 
tiie broadcasting policy docu- 
ment and tiie ml! published 
last year after Hearty five 
years of debate, have been 
modified maxicedly to reflect 
the of British broad- 


Esso discloses profit drop and 
predicts another difficult year 


By David Thomas, Resources Editor 


ESSO yesterday -forecast 


Sea ofl. production, resulting 
from the co ntin u ing r e fur bish- 
ment erf offshore platforms and 
the installation or safety equlp- 


The UK subsidiary of Exxon, 
the largest US-based oil com- 
pany, made the forecast as it 
disclosed a 15 per cent cut in 
Its 1989 aftertax profits to 


Esso’s North Sea an and gas 
earnings last year were 
affected by prolonged platform 
shutdowns for maintenance 
a nd hi the Cormo- 

rant and Brent fields, together 
with industrial relati ons diffi- 
culties [ among contractors. 


These problems outweighed 
gains from higher oil prices. 

“The offshore production dif- 
ficulties, a warmer winter and 
continuing fierce competition 
in the refining and marketing 
business have co m pounded to 
have an impact on our income 
and reduce our return an capl- 

Esso’s chairman, who 
described the return on capital 
figure as “barely acceptable. 1 * 
Esso’s UK production fell 30 
per cent last year to 276,000 
* barrels a day, while gas sales 
woe also down by a fifth. 

The company yesterday fore- 
cast seme recovery In North 
Sea production this year, but 



dress’ and religions pro- 
grammes and to make high 
quality regional progr a m m es. 
The Independent Television 
Commission, the body that 
wm replace the IBA. will also 
be able to provide a dear set 
of programme obligations. 
More importantly, the ITC win 
be -able to* -consider both -the 

bfrftf Hint n p yumi wo PTO* 

posals In tandem to see how 
practical the entire package Is. 

Mr MelkHr got Prime Minis- 
terial nermlsskm to make it 
«mTw U that a bid 
offering exceptional quality 
would always win over the 
Mgjiprf cash bid. The Govern- 
ment also dropped controver- 
sial chmaog that would have 
allowed a policeman of the 
rank of superintendent or 
a bove to setae scripts or tapes 
before broadcast.* . 

Despite tiie acknowledged 
Government compromises 
there are time remaining con- 
troversial tones; 

• cross media owners hi p and 
whether Mr Bnpert Murdoch, 
chief executive of the News 
C orporation, should be ride to 
own five national newspapers 
and four satellite TV channels; 

• the need for a one-year 
mo ra torium on takeovers; 

• Government insistence that 
51 per cent of Independent 
Television News should be 
sold to ifMfii Interests. 


Iveco Ford workers 
reject 9.25% offer 
and call strike poll 


By Michael Smith 

SHOP STEWARDS at Iveco 
Ford, the truck maker, rested 
day rejected an improved pay 
offer, worth &25 pea- cent in the 
first year, and advised manual 
workers to vote to strike in a 
ballot wm* week. 

Mr Jock Campbell, union 
convener, said a strike planned 
to start tomorrow had been 
postponed. Although it had 
been sanctioned by more than 
80 per cent of voters in a balk*, 
the offer had been changed and 
the unions wanted to stay 
within the law. 

Next week's ballot wHi face 
the 1400 Iveco Ford workers 
with a tough decision. . 
Although they are loaking for 
at least parity with workers at 
Ford’s wholly-owned plants, 
which recently won 1(L2 per 
cent, Iveco Ford’s ability to 
shrug off tiie effects of a strike 
has been increased by a decline 
in demand for tracks. 

The company recently 
announced a fhreoday week. ft 
believes that the UK nmriff t 
fra: tracks of aver 8% tonnes 
■will dedine from 70,000 units 
last year to between 56*000 and 
60,000 this year. 

unfiate^^teBn^v^^went 


on until late on Tuesday and 
described as final, would last 
for two years, rather than the 
three the company had sought- 
The first year pay increase 
would remain at 9-25 per cent, 
aHhrtng h company would 
nian provide a one-off unconso- 
lidated pu yiMw* of £150. 

hi the second year the rise 
would be 8 per cent, or the 
infla tion rate, whichever is 
higher. The company hra also 
offered two extra days’ holiday 
a year with an extra day from 
next year for employees with, 
five years' aervioe- 
Mr Mai Lambert, Iveco Ford 
personnel director, said the 
company had worked hard to 
produce a package it believed 
met the financial demands put 
an the workforce by the eco- 
nomic nHmafa»- 
Mr Campbell has cited the 
poll tax and mortgage rate 
increases as reasons why work- 
ers are not happy with the pay 
offer. He said yesterday that 
three was strong opposition to 
the company's proposals for 
twAnirwl rra flg nwn’a grades. 

: Manual workers will meet on 
Tuesday to hear a report from 
thefr negotiators. The ballot 
wm be held on Wednesday. 


arid that Output WOUld Still BOt 
be back to 1988 levels. 

Esso says that investment 
will increase this, year to 
£700m, compared with £672m 
in 1988, which the company 
described as a good year for 
exploration, with new discov- 
eries running of produc- 
tion. 

Ess o is forecasting potential 
investment (rf £3bn to £&5bn 
over the next five years, with 
more than a dozen fields await- 
ing development 

Gross revenues last year 
Increased 2.4 per cent to 
£5.4fan. 

This figure inctates £2bn of 
excise duties and VAT and 
£415m of taxes. 


Report urges 
ban on waste 
Imports to UK 

By David Thomas, 
Resources Editor 

The British Government 
should ban immediately the 
import of wastes which are 
intended to be buried in waste 
tips, the House of Commons 
Select Committee on Welsh 
affairs recommended in a 

report published yesterday. - - - 

The report, which recom- 
mends UK-wide action, arose 
out of concern that many land- 
fill sites used for disposing 
waste in Wales are potentially 
dangerous. 

Those responsible for placing 
GFCs (chlorofluarocarbona), a 
substance which depletes the 
ozone layer, in equipment such 
as r e fr iger a tor s should pay to 
have them stripped out before 
they are dumped, the report 
recommends. 

Hie committee asked the 
Department of the Environ- 
ment, together with the Welsh 
Office, to consider urgently the 
problems of householders in 
getting insurance cover fin: 


is 


It also called on the Environ- 
ment Department to request 
the British tyre industry to 
introduce recycling pro- 
grammes for worn tyres. The 
MPs recommended European 
Community action. 

Toxic Waste Disposal in 
Wales. First Report Welsh 
Affairs Committee. 1S8&9Q. 



The painful case of - the. worked who lose their grip 

Diane Sommers on an affliction which spans centuries and industries from the countryside to the city 


SPROUT-PICKER’S thumb, 
tfliiigr a piitaf ii cramp an d piz- 
za-cutter's palsy — popular 
names for occupational afflic- 
tions that span the centuries 
and take in ways of living from 
the rustic to the comnopohtan. 

At worst, fingers may lose 
their grip, and shooting pains 
in the arms and hands force 
sufferers to abandon their 
craft At best there is discom- 
fort and soreness, but also rem- 
edy. recovery and, most impor- 
tantly, prevention. 

Repetitive Strain Injury 
(BSD is the common label for a 
number of related conditions 
* i nrJude tenosynovitis, car- 
pal tunne l syndrome and ten- 
nis elbow. “Work-related upper 
limb disordera” is the experts* 
preferred term. 

Absence from work because 
of musculoskeletal system 
problems account for more 
than 70m days each year - 
although three are no esti- 
mates of time lost for aliments 
Of the «rmn and tmndn. 

RSI has, quite literally, been 
making the news. With the 
Introduction of new technol- 


ogy, journalists are the occupa- 
tional group to have been most 
recently hit. 

The Financial Time s, for 
exam pin, is suffering a severe 
outbreak: over the past 8% 
years at least 120 people out off 
a total editorial staff of same 
340 have reported possible RSI 
symptoms. The newspaper’s 
spending Is running at a rate 
of £700,000 a year In an attempt 
to crack the problem. 

Tftecaseof Mrs Panline Bar- 
n ard, the former Midland Bank 
secretary, received much pub- 
licity when she accept e d an 
out-of-court settlement of 
£45,000 last year for her RSL 
Barilar this month three com- 
puter data clerks who had . 
worked for the Inland Reve- 
nue, in another widely-publi- 
cised case, received between 
them £107,500. 

But while Journalists write 
about journalists and other 
white-collar workers, most RSI 
sufferers, who are in lower- 
paid manual jobs, receive 
nowhere near the same atten- 
tion. 

Mrs Ann Pass, 33, worked 


until throe years ago in the 
Ugh RSttrisk pottery industry. 
Her job was to smooth tiie 
seams an pottery figures, a 
repetitive task that demanded 
-quick and dextrous fr aud* . Mrs ~ 
Pass says her problems began, 
when she was moved to work 
on jugs that were too targe and 
heavy for her to hold. 

“After a very short time I 
had pains shooting up my arm. 

I complained end went to see 
the nurse who put an elastic 
bandage on my wrist and sent 
me bade to work." 

pfin Pass thought it might be 
a sprain and bad no idea her 
injury was so serious. She was 
moved to another job but 
found that the damage to her 
frwTiti wmaiit she could hold 
nothing. A pralanged period off 
sick, interspersed with 
attempts to work, ended in the 
kiss of her job. 

R was 18 months before she 
saw some i wpiw m iBnt in her 
condition and, even now, she 
says wfre sometimes cries with 
the pain and is frequently kept 
awake at night by it The grip - 
of her left hand has stiff to 


return. She now works 
part-time in an office: “It's 
easier work -bat I mtae the 
money” . 

Li ka w or kers in the d otfalng 
industry, pottery winkers are 
often paid piecework — a fea- 
ture that can add to tiie risk of 
pushing _beyo nd. reasonable 
physical limlia. 

> Mrs Pass was unhappy with 
bar out-of-court settle m e nt bid; 

fidt, m rin g hj paran g t hat 

bad no option but to accept 
"There was no guarantee that I 
. would have got more by going 
to court and I could nave 
ipnded up with nothing;” «hf» 
says. • 

-■ Almost all RSI cases, in com- 
mon with other personal injury 
datum, settle out of court The 
going rate, according to solici- 
tors handling both sides of 
these claims, is between £3^00 
and£7,5O0. 

. ff this seems low — espe- 
cially whan compared -wrth 
recent white-collar awards - ft 
is because such sums are for 
“pain and suffering,” and not 
to compensate for ton of earn- 
ings. Mr Robin Humphreys, a 


Birmingham lawyer who regu- 
larly handles cases for pottery 
companies Insurers, finds that 
most people settle cm the basis 
that they could go to other 
occ u p ati ons. . . 

Also driving down the level 
of settlements is the diversity 
of medical opinion an RSL For 
every doctor that will speak for 
a daim, another can be found 
who wffL speak against an 
employer's liability. The con- 
troversy su r roun ding the con- 
dition makes a two-year wait 
to go to court , with no guaram 
tee of success, an unattractive 

However, three factors could 
start to work in the favour erf 
manual workers with RSL 
greater a warene ss of the condi- 
tion and how ft can. be pre- 
vented: the mechanisation of 
some particularly risky jobs 
now done by. hand; an d the 
mounting pressure of claims 
by white-collar workers. 

“There has been increased' 
awareness on both sides in 
recent year,” Mr Humphreys 
said. “There is more informa- 
tion available to employers 


from bodies like the Health 
and Safety Executive. It’s diffi- 
cult today for any pottery 
employer to say they have 
never heard of RSI - 10 years 

X they might have tried.” He 
paints to the role of trade 
unions in spreading informa- 
tion. 

way of telegraphist's cramp: 
not cored, but abolished along 
with tiie job itself Food pro- 
cessing, for example, is becom- 
ing increasingly mpp-ha^ l fH, 
doing away with the need for 
RSI-suffering poultry workers 
to pluck, gut and truss by 
hand. (Though technology- 
driven change in jobs has its 
own dangers). 

Finally, there is the question 
of compensation. Dr Colin 
■Mackey from the Health and 
Safety Exec uti ve, while stress- 
ing that his business is preven- 
tion, predicts that the level of 
awards win increase markedly. 
“It will increase because 
employers can now do some- 
thing about prevention," and 
because of the beneficial 
effects of white-collar pressure. 
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tower construction sacked 



By Andrew. Taylor, Construction Correspondent 


THE ENTIRE British and 
Canadian • iwmagiymMit teani- 
responsible for constructing: 
Britain's taTtoat T mfliHwg 1 - a 
controversial 800ft office tower 
in London’s docklands, which - 

is rtuming irit Tn nnthB lwhtnit 

Bfihftihilw — has been sack ed • . ' 

Staff employed at Canny 
-Wharf by Don UcAlpdtne, 
construction managers fear the 
tower, weretriden Tuesday by 
Olympia & York, developer of 
the £4bn Canary Whaif project, 
to dear their desks withto HA 
hoars. 

. Sir Robert MgAipiwa, the 
British construction group, and 
Ellis Don, Canada's largest 
commercial builder,, were 
appointed two years ago to 
manage the construction off the 
tower - designed by American 
architect Mr Cesar Prill - at a 
cost of £275m. 

Olympia & York, the world's 
largest privately owned prop- 
erty group, owned by the 
Relchmann family, has been 
'disappointed by construction 
delays on the tower. 

lfc intends in wmnHg g yhfr 

stroction of the bonding with ' 
Lehrer McGovern Interna- 
tional, a US-based construction 
management company owned 
by Bo vis, the large UK con- 
struction group.' 

Lehrer McGovern Interan- 


\ tfonl Is project manager for the 
.first, phase of Canary Wharf 
which. wiH provide about 4JBm. 

ft at office and retail space. 
Bo far only about a thud of 
; this space has been let 

Mr Michael Dennis, execu- 
. tlve director of the Canary 
Wharf .scheme for Olympia & 
Yhdc, said the group had been 
. 'involved in UK construction 
fhr more than 2% yean. 

R was well equipped to take 
over t he rife of management 
contractor in fide with ns nop- 
mal practice in the US and 

Canada. 

The group blamed delays in 
work on the tower on last 
year's dock strike, industrial 
action bysteel erectors ««d 
problems caused by this win- 
ter's Mgh winds. 

It said RDIs -Don MftATpfiw . 
would continue to provide sup- . 
port services and concrete 
work for the tower. . 

Topping out Qf GOtiz floor is 
due to be completed by the 
early autumn: It is seen as sur- 
prising that Olympia & Yak 
wanted to replace its construc- 
tion managers at this late 
Stage ff itfeh the delays woe 
canned by factors beyond the 
control of the contractors. 

Mr Derails said cohstnktidn 
of the tower, which wffl be 
Europek second tallest build- 


ing hrfifai an offw devekm- 
• ment in Frankfurt, had now 
reached the 25th floor. 

He said he was it 

would be completed with no 
farther delays or disruption to 
contractors or employees. 

Olympia is one of the few 
companies outside of the large 
Japanese developers with the 
financial muscle to undertake 
the Canary Wharf, project, 
which wQl take .more ♦ban 
seven years to complete. ’ 

The mixture of nffii* retail 
and leisure space is unlikely to 
start r eco u p ing the costs of the 
project for 10 years. Tenant 
demand however not expected 
to Increase until there are bet- 
ter transport links, not least 
among an gfeafan to 
the Jubilee Line announced 
last year. 

Canary Wharf was conceived 
in the 1960’s as the heart of the 
vast redevelopment of Lon- 
don's dockland area of the Isle 
of Dogs - an - Industrial penin- 
sula of warehousing and docks 
bounded on three-sides by the 
River Thames. - 
. Canary Wharf is the largest 
project in the so-called ‘Dock- 
lands* and is already linked to 
an overland light railway sys- 
tem while almk to the TAmfcn 
Underground network Is 


TV to name suspects in worst British atroci 


Bid to stop IRA bomb film fails 


By Jimmy Bums, Ralph Afkbw, and Ktaran Cooke 



AN ATTEMPT to prevent the 
naming by a TV documentary 
of the men allegedly behind 
the 1974 Birmingham pub 
bombings failed in Dublin’s 
Supreme Court yesterday, pav- 
ing the way for the screening 
of the controversial pro- 
gramme last Ti ffii * 

Lawyers for a man named in 
the drama -documentary who 
took the legal action, said the 
programme would name their 

client as “one of the persons 
who had planted or partici- 
pated in the planting of bombs 
m Birmingham in 1974." 

The client asserted in an affi- 
davit that he was not involved 
in any way with the bom binga . 

Eanter yesterday, the UK's 
regulatory body for commer- 
cial TV, rejected a request 
horn Mr Tony Bern, MP, to 
stop the makers of the -pro- 
gramme, Granada TV, from 
identifying the five alleged 
Irish Republican Army bomb- 
ers. Mr Bonn described the 
decision to broadcast the 
names as a 'gross abuse of 
media power* which could 
threaten the lives of those 
mentioned in the programme. 

However the Independent 
Broadcasting Authority said 


GUINNESS TRIAL 


last night that after consulting 
with the producers of the pro- 
gramme and their lawyers, it 
saw “no reason" to order mat 
the name* be removed. 

Hie Authority said that all 
five names had been "known 
to the security forces for many 
years”, and two of than had 
been mentioned in previous 
programmes made by the 
Wand in Action team. 

The programme was going 
ahead last night as Labour MP, 
Mr Chris Malta published new 
ma terial also ulnmiwig that the 
authorities knew the names of 
the IRA members responsible 
for the Birmingham pub bomb- 
ings within months of the 
wrong men -the so-called Bir- 
mingham Six -being jailed for 
life. 

Mr MnTHn Wit Hw BBC that 

evidence in his new book 
"should bring about the resolu- 
tion of this case. I don't believe 
the lie can be sustained much 


He said Granada TV had 
obtained its evidence from dif- 
ferent sources to his, adding: 
"They must take responsibil- 
ity" tor naming names. 

“My principal concern is 
with the innocence of these six 


poor individuals who have now 
been in prison for 16 years." 

The Government yesterday 
made no attempt to block the 
showing of the documentary. 
The Home Office said last 
night however that no further 
decision on the bombing case 
would be made until after the 
conclusion of a fresh police 
inquiry into new materials 
submitted by lawyers of the 
Birmingham shr. 

The Birmingham pub bomb- 
ings in November 1974 killed 
twenty-one people, and injured 
182 in the worst IRA atrocity 

On nnainlnryi Britain. 

Political controversy over 
the case baa intensified follow- 
ing the release In October of 
the Guildford Four, who bad 
been convicted of other IRA 
ma inland pub bombings. 

The case of the Birmingham 
She was referred back to the 
Court of Appeal two years ago 
but the court dismissed 
appeals by the men. 1 

The TV programme’s execu- 
tive producer Bald Granada 
would be sending the docu- 
ments referred to In the docu- 
mentary to the Home Office 
and Director of Public Prosecu- 
tions. 


EC competition 
could diversify 
investment 

By Anthony Woretort, 

Welsh Correspondent 

THE ABILITY of Wales to 
attract Japanese companies 
could be undermined in an 
enlarged European Community 
by a relative weakening hi the 
UK’s appeal as a home for 
international Investment, 
according to Dr m** Munday 
of the Cardiff Business School. 

In a book on Japanese manu- 
facturing investment to Wa les, 
sponsored by the Institute of 
Welsh Affairs, Dr Munday 
points out that competition for 
inward investment has become 
much more intense. 

Some countries which had 
previously opposed Japanese 
investment, such as France 
and Italy, had joined the race 
to attract it. Dr Munday said. 

Dr Munday warned yester- 
day that with increasing com- 
petition “its geographic posi- 
tion as a peripheral nation will 
make it Increasingly difficult 
to attract thmn to Hw 19908." 

Triford, the West Midlands 
and the northeast of En gland 
have also been successful in 

all r a oHiw the Jm SMSS . 

Japanese Manufacturing 
Investment in Wales, Max 
Munday. University of Wales 
Press. £25. 


Broker was unaware of indemnities offer 


By Raymond Hug ho s. Law Courts Correspondent 


WOOD Mackenzie, one of 
Gufoness’s brokers during the 
1986 takeover battle for UstiR- 
era, was never aware that 
indemnities were being offered 
to those buying Guinness 
shares to support their price, 
the Guinness trial heard yes- 
terday. . 

* Mr Scott Dobbie. then man- 
aging director of Wood Mack- 
enzie and now vfce cha irman 
of County Natwest Securities, 
said he would have been sur- 
prised had he been told that 

fatkmmt tiwi totb hnfng nffarwl 

Had. he known that National 
Insurance Guarantee Corpora- 
tion. a Heron group company, 
which had bought Guinness 
shares through Wood Macken- 
zie, had been offered an indem- 
nity, he would have checked 
trim XUGC, he said. 

g flifthria had ham mhufauy 

Hated he would have raised the 
mat te r With GufolKSS. ff flffil 
unsatisfied he would have gone 


to the takeover panel and/hr 
the Stock Ew ba rngp. 

Mr Dobbie was giving evi- 
dence at the trial of Mr Ernest 
Saunders, former chairman 
and chief executive of Guin- 
ness, Mr Gerald Reason, cbalr- 
man d the Heron group, Mr 
Anthony Parries, a City stock- 
broker, and Sir Jack Lyons, the 
millionaire financier. 

They deny charges arising 
from an allegedly unlawful 
share support operation 
mounted by Guinness 
its battle with Argyll for Dis- 
tillers. Tha pmmi iit inh «H<y 
that the operation involved 
indemnifying supporters 
against loss and paying than 
success fees. 

Mr Dobbie said flwfc on Feb- 
ruary 7, 1988, the day after 
Argyll announced It was 
increasing its offer fat Distill- 
ers, there had been a sharp 
downturn In the Guinness 
share price. It had been 


believed that Argyll's brokers 
had been selling Guinness 
shares to depress their price. 

Mr Saunders had telephoned 
Mm. expressing concern 
Guinness's brokers had not 
been mote alert to try to avoid 

that sort Of thing ha ppMimg 
He hart thought that Guinness 
was being out-manoeuvred by 
Argyll, Mr Dobbie «M- 

Hflrt that fairirtant led to a 

change in the relationship 
between Wood Marfcwnria and 
Guinness ? asked Mr John 
Chadwick. QC, prosecuting. 

Mr Dobbie ««rt be had had 
the impression that his firm 
was no longer as close to the 
centre of the action as it bad 
been. 

Be said that Wood Macken- 
zie hart resigned as Guinness’s 
broker in July, 1988, because it 
bad been unhappy about the 
* «m«wi irat iftn of management 
power" in Mr Saunders, who 
nart become cha i rman as well 


as chief executive following the 
Distillers acquisition. 

Mr Richard Ferguson, QC. 
for Mr Saunders, suggested 
that in takeovers merchant 
banks like Morgan Grenfell, 
which ha d acted to - Guinness, 
wore more in control than the 
company. 

Mr Dobbie said it depended 
OJl the hawlr anrt tlw wiwp Mi y 

In Guinness, with two compe- 
tent people like Mr Saunders 
and Mr Olivier Ro n*, than 
director of finance, Morgan 
Grenfell had been questioned 
very thoroughly on every step. 

He agreed that the hank and 
Its then corporate finance 
director Mr Roger Seritg were 
acknowledged takeover 
experts. 

He said that, though not 
financially naive, Mr Sa n mto a 
had been more obviously a 
marketing man than a finan- 
cier. 

The trial continues today. 


“Comdex in Paris? 
surely that’s going 


going to be a spectacular dash of cultures?’ 




You could say that. 




The micro is about to meet Its match; Grand Sicob. 


For the first time in Europe the micro world 
unites. 

COMDEX/Europe is an historic alliance between 
SICOB andCOMDEXUSAAmerica T sNo.Ximcr6 
show. 

Never before has a European exhibition had 
such an international scope. From Europe, die 
systems houses and distributors of equipment 
From the USA, the major producers of hardware 
and software. 

It will be a unique high-tech market - not least 
because it coincides with IT 90, Europe's largest 


computers and telecommunications exhibition. 
Same time. Same pl are. 

As a meeting of minds, you can be sure the 
exchanges that’ll take place at COMDEX/Europe 
won't be restricted to wine and cheese: we’ve in- 
vited some famous personalities in US software. 
What they have to say will provide you and your 
business with some very different food for 
thought. 


C^RIDiMTEurope 


* * * 

* * 


S/COi 


rqfPROMOSALONS-FBENCU TRADE EXUlBmONS:‘nL:<atZl3SSO ■ fflW?3S» 


Commissariat general - Comity des Expositions de Paris 
T£L : 33 (1) 49.09.60.00 
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MANAGEMENT: Marketing and Advertising 


T he design industry in the UK 
has Just experienced an era 
of apparently inexorable 
growth. The 1980s were, after 
all, dabbed the "design decade” - a 
period when everyone from stock 
market analysts to the Prime Minister 
was taking the subject seriously. 

So far the 1990s have been very, 
very different. The industry has 
become even more fiercely competi- 
tive; some clients have postponed pro- 
jects, others have cot budgets and 
new business has been harder to find. 

The rmwailtamriaa ham h am 

forced to cut costs and shed staff. 
“Everyone Is straggling," says Alan 
Brew, managing director of Landor 
Europe, one of London's largest 
design consultancies. "The economy 
is In trouble and companies are cau- 
tious about the future. The whole 
industry is sufferh^” 

The crux of the industry's problem 
Is file increase in interest rates, which 
has not only squeezed consumer 
spending but imposed intense pres- 
sure on corporate profits. Companies 
that once out on new store 

designs, product development pro- 
grammes or corporate identity 
schemes, have found themselves with 
much less money to spend. 

The industry remained relatively 
robust until last autumn, so its prob- 
lems have yet to be folly reflected in 
flwmrffli results. The latest issue of 
Design Week magazine shows that the 
100 largest design consultancies 
Increased their foe income by 17 per 
cent to £525m in 1989. Though healthy 
thi« is far lower the 50 
per cent g ro wt h achieved in each of 
the two preceding years. 

Every area of the industry is now 
suffering, though the different sectors 
- the industry tends to be divided 
into three categories of retail, brand 
and corporate design - have been 
affected to differing degrees. 

The first sector to suffer was retail 
The market exploded in the 
mid-1980s on the bad of a surge in 
consumer spending, generated by low 
interest rates and easy access to 
credit. Mergers and acquisitions in 
the retail sector created new forces on 
the high street. The success of the 
new genre of "designer retailers” 
intensifie d the pressure an other com- 
panies to invest in design. 

But by spring last year this sce- 
nario had begun to change. Rising 
interest rates were starting to affect 
consumer spending. Many Mg retail- 
ers were experiencing intense pres- 
sure on pro fi ts - partly due to their 
over-ambitious wy m rinn in the mid- 
1980s and partly to rising rents and 
rates. These problems were exacer- 
bated by the very visible problems of 
the designer retailers, like Next 
Ian Cochrane, chief executive of 
Fitch, a leading retail desig n consul- 
tancy, says: “Many ciiantu are cutting 
bad. They win go ahead with one 
project rather than three. Or they are 
stretching a programme across the 
whole year, rather than finishing it 
aD in one go. Some retailers are mak- 
ing their bid store designs last a little 


UK design 

All sectors suffer as 
cutbacks begin to bite 

By Alice Rawsthom 


longer. They know it could be damag- 
ing in the long term. But if they have 
not got the money, there is nothing 
they can do.” 

Retail design consultancies have 
been skeltered to some extent by the 
resilience of new markets, in leisure 
and financial services. Bat even these 
are starting to slow down. 

Similarly, the other two areas of the 
design industry — brand d^gn s od 
corporate identity - are faltering. 

Brand <teaig n , which includes packag- 
ing design and new product develop- 
ment, benefited from buoyant con- 
sumer spending in 1980s and from 
companies revising their product port- 
folios to reflect more discerning con- 
sumer tastes. 

However, rising Interest rates have 
lifted the cost of long-term product 
development programmes and the 
uncertain economic outlook has made 
companies more cautious about com- 
mitting themselves to such projects. 

It has been relatively easy fair com- 
panies to cut back on packaging and 
product development because they 
tend to commission these projects on 
an ad hoc basis. So far the downturn 
in brand design has been less severe 
than in the retail sector and there are 
some signs that it could be less pro- 
longed. 

Stephen Woodward, group develop- 
ment director at Michael Peters, a 
feeing player in brand design, says 
that some of the companies which 
adopted a “wait and see” attitude late 
last year are now moving back into 
the market 

The corpor at e identity sector has 
followed a similar pattern' to that of 
brand design, but with a less dramatic 
blowdown in activity than has hap- 
pened in retail desig n 

Corporate identity flourished dur- 
ing the flurry of takeover activity and 
the Government's privatisation pro- 
gramme in the 1980s which faynwr 
created a generation of companies 
n< yHing new Tiamws and identities. 
The growth of public interest in the 
corporate sector - fuelled by the de- 
regulation of finanriai markets ami 
wider share ownership - also encour- 
aged existing companies to change 

thafr lAmtittaa. 

Because corporate identity projects 
tend to be longer term than other 
programmes, many consultancies 
have yet to fed. tire foil effect of the 
slowdown. “We are still busy with the 
large, long-term projects we won 
year,” says Wally OUns, chairman of 
Wolff Oiks, one of the i**^dfnp- corpo- 
rate identity consultancies. “But the 



market is quiets*. There are fewer 
new jobs around and there is fierce 
for them.” 

Consultancies in all sectors are 
reported to be dropping fees or throw- 
ing in free services in a despera te 
attempt to drum up new business. 
The trend tow a rds speculative pitch- 
ing — y mntm ting unsolicited schemes 
to diont» — has also accelerated. 

Most consultancies have been 
forced to cut costs. Fitch announced 
25 wdnwfawri«i l from its workforce of 
550, in February. Earlier in the year 
Conran Design Group, a subsidiary of 
the Storehouse retail group, made 20 

Miphacl p e tETB l«w 

shed 40 from its 700fitrong group. 

Some observers suspect that the 
general problems posed by the down- 
turn have been aggravated by the 
st r uctura l weaknesses of the design 
industry. D espite its «wp»n«kn in ft* 
Hip industry exhibits many 
characteristics of an archetypal cot- 
tage industry with weak management 
and poor financial controls. 

“Even the largest consultancies still 
suffer ft nw inefficient winagraiwit t,* 
says Neil Blackley, marketing ser- 
vices analyst at James Capel/toe Lon- 
don stockbrokers. “Their «n»nrf*i 
systems were not sophisticated 
enough to spot the d ownturn in 
advance. Most have now cut back, but 
they made the cuts too late. If they 
had cut coats earlier they would be in 
a str onger position today.” 

No ™* in the industry exp ec ts the 
economic environment to improve 


before the end of year, at the 
earliest One serious concern Is that 
the present downturn could be a 
reflection, not only of the harsher eco- 
nomic envi r onment, but of a longer 
term disillusion with design. 

Even in the buoytorf era of the late 
3980 b, some consultancies were con- 
cerned that the surge d inter- 

est In ftottig n wan simp ly a manage- 
ment fed. which could go out just -as 
quickly as it ^ come, into ftilibn 

The speed of the slump In the retail 
design sector of fe r s some support to 
thkt theory. There is a my Wm 
that tiw industry may be paying the 
price for the “quick fbc’V schemes of 
fho mQa “Some jumped 

on to the bandwagon used design 
in a very superficial way,” says Brew 
of Landor. It win take a long time to 

wi n u l iwy thpm Hint tho nSSUftS mig h t 

have been different had they used. 
*Mrig n more intellige ntly. ” 

Most consultancies seem convinced 
that clients are cutting back solely 
because of short-term budget con- 
straints, not because they no longer 
see a role for «ferfg n in their future. 
Moreover, despite the economic 
squeeze, i unj^iwi n corpor a te and ■ 
cultural trends that fuelled invest- 
ment in design are as strong as ever. 

Takeover activity has slowed down, 
but the corporate Identity consultan- 
cies sho uld still benefit from the new 
vogue for transnational joint ven- 
tures. Similarly retail and brand 
itonp i should be stimulated by demo- 
graphic changes, such as the increase 


In the over-50sand the new baby 
boom. 

Tn WMMutimft most r onmltomriftB 
hope to counts: the weakness of the 
UK market by drumming up new 
business from other countries, chiefly 
from the buoyant mar k ets of Europe. 

Watty Olins is convinced that, even 
without the downturn, most of the 
growth in the corpo rat e identity sec- 
tor would have come from other coun- 
tries. “Corporate identity is more 
mature in the UK than elsewhere In 
Europe," he says. Tt you look down 
the fist of Top 100 companies, they 
have either introduced new identities, 
or probably have a good reason for 
^gaping the old «nAfl But the market 
in other countries is enormous.” 

The 1980s expansion of the UK 
design industry attracted so much 
attention overseas that many consul- 
tancies have beedme well known in 
the international market Even Din 
Associates, the retail design consul- 
tancy, which was formed four years 
ago mid now employs 14 people, is 
working, extensively in Europe. It 
made 45 per cod of its £680,000 turn- 
over outside the UK last year. 

“We have been very lucky,” says 
Basshied ptw *t%» UK market is flat, 
but we have had lots of publicity in 
Europe and are winning business 
there. We also have the advantage of 
being a small company without huge 
overheads to s up p o r t. " 

The larger consultancies are con- 
tinuing the process, begun in the 
1980s, of expanding their European 
i n t e re s t s . Fitch recently opened an 
office outside Frankfort and is open- 
ing mw in ISaSrM inert wmnfli. 

Last week Landor. strengthened its 
pre se nce in France by merging its 
French operation with Beautiful 
Design House, one of the biggest can- 
mHtnriwi in Paris. 

But the buoyant European market 
is not a r *"* ** ^ foe ft* industry's 
problems. The industry's track record 

m Sip lu t w r uw Hcmsil anma -ja scarcely 

uriwHlIaHny Fitch is ret urning to 
Europe after an unsuccessful foray in 
Hm» early 1960s. 

Wolff Olins is still struggling to 
i«h an intern a ti o n al ope rati on 
and reoentiy closed its US office. Shni- 
lariy tire Michael Peters Group is suf- 
fering from ft* problems erf Ham- 
brecht Terrell, the US retail design 
consultancy it bought two years ago. 

The pessimists m the UK «ferfg n 
industry say it is still too immature 
and too fragmented to become a force 
in ft* fat wrwHmni market The opti- 
mists niwim that ttw current slow- 
down could be beneficial in that it 
might force tiie industry to accelerate 
its inte r nati onal expansion mil to get 
with its longterm, structural 


“This is an industry which has 
known nothing but growth,” says 
Woodward of MicTimi Peters. “The 
market is tough at the moment But 
at least the c u rr ent downturn could 
force tiie industry to address the. diffi- 
cult issues about its long-term devel- 
opment ft might even help tt to grow 
up.” - 


The risks of being 
stretched too thinly 

Oay Harris looks beyond brand extension 


W hat do Mara, Bow- 
yers, Flora and 
Byvita have in com- 
mon? • 

All are household names 
which have found new homes 
on unfamiliar products. 
“Brand stretching* - transfer 
ring an established name to a 
new product in a different 
market - has been used by 
consumer products manufac- 
turers for some time; now 
their counterparts in food are 
a a te hi ug m. 

Brand stretching goes 
beyond brand extension, when 
new products are introduced 
in tiie same , category - such 
as HP’s recent introduction of 
.chill and curry, sauces. A 
brand is only stretched when 
it is closely identified with a 
care product - thus Mars Bar 
ice cream, Bowyers potato 
salad, Flora salad dressing and 
Ryvlta breakfast cereal. 
Another is Quaker, which has 
leapfrogged from porridge oats 
into a new category - bread. 

Stretching increases the sur- 
rival c ha nces of new products; 
only 30 per cent of brands are 
stiU around four years after 
launch, according to OC&C 
Strategy Consultants. 

Name familiarity helps man- 


ufacturers to persuade retail- 
ers to devote precious shelf 
gpn fp to a new product ana to 
allow it reasonable tim e there. 
Tn favour, manufacturers 
can cite evidence that consum- 
ers are more willing to experi- 
ment with and adopt a 
stretched brand. By building 
on an established identity, a 
stretched brand costs up to 40 
per cent less to launch than a 
new name, OC&C estimates. 

But there are risks. A health 
or safety scare in the new 
product area could rub off on 
the reputation of the core 
brand. 

A more central fear, how- 
ever, is that the core brand 
will be dilated. “The more you 
stretch it, the more you dilute 
your core brand,” says Jha 
Grover, an OC&C director. “At 
some stage, the elastic snaps.” 

Food groups therefore have 
to balance long-term risks 
against short-term potential 
and the moment care- 

fully. “You wouldn’t want to 
do it when you thought the 
brand still had fnrther poten- 
tial,’’ says Grover. 

Brand Stretching: Risks and 
Rewards. OC&C Strategy Con- 
sultants, Kings Buildings, 
Smit h Square, London SW1 


Marketing 

abstracts 

Strategically desirable brand 
name characteristics, K Robert- 
son in Jo urna l of Consumer 
Marketing (USX Autumn 89 (11 
pages) 

How does one judge whether 
a brand or company name is 
good or bad? Proposes two cru- 
cial factors - tt can be memor- 
ised and retrieved; it supports 
strategic positioning. Outffnes 
characteristics related to mem- 
ory (eg meaning, distinctive- 
ness, wwwHnm) anrt characteris- 
tics for support, looking at 
linguistic aspects. Offers sev- 
eral examples, for Instance, 
Odor-Eaters' 1 b regarded as suc- 
cessfully supporting a brand 
image or positioning strategy . 
Copy chasers: some really 
shaSS, Business Marketing 
Jan 90 (5 pages) 

Hunter Associates Labora- 
tory is the winner of an award 
for the best business-industrial 
advertising. Its print ad 
adheres to ten key criteria fix- 
copy chasing. These range 


from providing visual magne- 
tism (in this case an off-coloar A 
crosseyed girl eating a fruit 
sundae), through inviting the 
reader into tiie scene, talking 
person-to-person, and 
r eflecting the company’s char- 
acter. 

S ponsorship v “ambush” mar- 
keting, D M Sandler & D 
Shard in Journal of Advertising 
Research (US) Aug/Sep 89 (6 
pages) 

Draws attention to the fact 
that the 1988 Winter 
nfnriany sponsored at 
cost by several companies, 
were also exploited via adver- 
tising other publicity tech- 
niques by “ambushers” who 
sought to gain some of the rec- 
ognition and benefits gniwnd by 
official sponsors but at lower 
cost (cost, of course, is relative 
in that Quality Inns, an 
ambusber, spent $7m on adver- 
tising); draws conclusions on 
the ambushers* gains. . 

mu a MWca art cond ta td fnm A, 
■n>nrttMi _ ft)* mifi iiiinnifti iiie mun i u m 
apron* PubQ a it k m*. Uaaatd copta tf tbr 
Orfefcnf artfdtf ■« bt aUatml at a cost tf 
MS w* (itacMBv VAT toad p+pc an* wA 
ordtrf tmm Anbar, O MhrlaM M 4 M 
mm MjrifcaUr* nos SBT. 


Key Opportunity for Career Development 

WELL-KNOWN PUBLISHING/ 
MEDIA GROUP 


A market leader with a turnover in 
excess of £250m, our client has .. fS - 
recently undergone dynamic changes.,:, 
in its managemeutapproach - This has 
led to a reappraisal or the financial • 
managemeirf sttpport rcqnired for the 
whole group. . . 


• Identifying opportunities to 

. improve efficiency and profitability. 

• Reviewing; implementing and 
•• ... dKvek^xng«y^tns. 

• Liaising with ^b^di^rfes. 

• Ensuring effective We of financial 

information. ■' 

As ajfceymetaber offfselWifosive 
Finance Team, yoq. inu$t possess : 

• skills. 


AsacrtH^ptirtof this process, a 
Group Accounting Manager isndar ’■ 
sought, who a pivotal role in 

these develo pmen ts. V/wwirt bwH * ■' 

professional team of financial and . „ ,.. iStSSO? own 

management accounting staff and, hi 
addition to managing tiie deaf to day - 
operations, your main responsibaitics ^ 
will be: 


:wev-,^ 

«■ Ad 


•• AJ^ahrt^Wfcinsystems. 
Air assertive and diplomatic 
approach. 


This Is a unique opportunity to contribute to progressive Financial 
Manag e m ent techniques in a stimulating environment. If yon axe i n teres te d, 
please write to Alexis Mqynan at FMS, 14 Cork Street, London, W1X1PF, 
enclosing a recent CV and a note of current salary; Alter nativ ely yon could 
t ele p ho ne her on 01-491 3431 for more information. 



Appointments 

Advertising 

appears every 
Wednesday and 
Thursday, Friday 
. (International . 
■Edition) 

For further 
information 
please call: 
01-873 3000 

Jennifer Hudson 
ext 3607 

Richard Huggins 
ext 3460 

Stewart Maddock 
ext 3392 


FI NANCIALTIMES \ 

iwo»i % mnmimnwyM_| 


C£40K 

+ 

INCENTIVE 


FINANCE DIRECTOR 

CAREER MOVE 


EXECUTIVE 

CAR 

+ 

BENEFITS 


In your mid-t h i r ties and now looking for wider experience at a senior 
level, perhaps your first board appointment. Qua opp ort u nity provides 
total responsibility for finance and administration in a £20m 
subsidiary of the TmiiH- natininal Bunzl Group. 

A ypung aggressive team Is charged with the responsibility for the 
Group's Interests in fast moving consumer plastics manufacturing 
based in South London. Your contribution will centre on profit 
generation by day to day management of the finance function, the 
quality of management information, the effectiveness of operating 
systems and co n trols and the shared responsibility for the wwimnwai 
and strategic direction of Bunzl Consumer Limited. 

This dema nding rule calls for a graduate accountant with solid 
experience gained in manufacturing, Ideally FMCG, where attention to 
detail and speed of response are essential. Strong personal 
characteristics, including communication and leadership gfcflls are 
also pre-requisite. Would-be c or porate mandarins need not apply. 

If you are excited by the challenge and a first rate compensation 
package please send full career d etails to:- 


R.S. Alderton Esq, Bunzl pic. 

Stoke House, Stoke Pages, Slough SL2 4JN 


PRODUCTION AND FINANCE MANAGER 

THE MULTIMEDIA CORPORATION 
An associated company of BBC 


London NW1 


c£25,000 


The racantiy formed MULTSJEDtA CORPORATION, an i 
of VwBBC, haewribMqoaeKparafcineiwileexptottenwrBinacpporX in Me e . 
The Corryany upane wi In tiw Womwaon and w tt artonraant i 
tfw poiattBBea of mUwri aton end In to m ts tion Technolog y to produce I 
edge, creative products end sendee*. 


The key role of Production aid Finance I 
production budgets end s ch ad ulee.natae ee ery>» dive Vie compwy forward. A. 
further d iafl engv wfl b • to eatabBto ya m is provide mangement 
WormaBcn. and device he admMredon *> coordMle reeourcee. 

The eucceeaM oanddate *9 need lo provide a aound management 
accounting background, and * gmufeM MwM in oart* msdtt. You «S dm 
need k> demonstrate exce flo nt people i 


In tfw flrst inafanee pieaae veto «8h fufl 
Managing (ftve&r. The MuHUedia Corporation. lOSx 
London NWi BUR 


Mb J Meiddan, 
Park Rood, 


FINANCIAL CONTROLLER 

HAYES, MIDDLESEX 274QK + CAR+.BENERIS 

We are a medium sized company trading In » perfafeebte product 

The arapanyfonro part erf a Major International Croup. . 
AppBcants for Ihepcsitionghoaul be a qpaHfled acco untant , aged 
28-38 with conmeidUd experience raid be cooqiiiier Hterat^ with a 
shirt afeeve approach. 

The duties will include the day to day financial management 

company eecretedal duties^ enhan c ement of fee C nm^itmfa ed 
sy s te m and prep airaHrai of month ly it a nmunN - 

re port in g to tfae Managing Director, and the holding oranp a ny 
abroad. 

Write Box A781 Haaoda] Hme% 

One Southwark Bridge, London SE1 9HL 


FINANCIAL DIRECTOR DESIGNATE 

SOUTH EAST LONDON 
C £40,000 + CAR + BENS 

Onrciieat has m enviable reputation for qaality and reHabflity of service in the 
. stationery supplies maricet- Foflowing a recent rc-ofgsmi’gtfion, they have embarked upon 
ah. exciting p h ase of ex pansion and me looking to recrnU a commercially aware, 
energetic and computer literate individnal to inaease die company's probability and 
contribute to its future growth and development. 

Reporting to toe M a na g in g Director, the successful c andidate will aaamn- 
nespons ihilfty for tiie financial corami of foe c ompany and wiflftagj«t jp rfiTr review of new 
projects and expansion plans, hi addition to die preparation of statutory accounts, 
pBTti co lar e mph a sis will be placed on die areas of management reporting, developing 
c omputeri sed systems, budgeting and credit control. 

Applicants should have extensive "hands on" experience, good interpersonal skills and 

the ability to manage others. 

Please send extensive CV quoting reference DRMF/FTI to:- 
Pauia Maiming, Littlejohn Frazer, 2 Canary Whaif, London E14 9SY 


L I T T LF.JOHN FRAZER 

CHA^TEKCOACCOUNTANTS 


FIN ANCIAL 
CONTROLLER 


c*£ 25,000 + RE. Quality Car 

Oar client, a successful manufacturing company in Lancashire, is 
seeking” to appoint a qualified Financial Controller with a 
background ta die manufacturing industry, to bead-up die finaretal 
function, rep orti ng to the Managing Director The CararoDer who 
wffl be commercially aware, will be expected to play an i mport an t 
role in strategic development of toe company, together with 
strengthening the financial disciplines wkh the cf IT. 

■ The company has been and Is presendy embarking on a 
considerable capital investm en t p r og ram me to ensure future 
. growth, toe introduction^ -of BS575Qis a priority objective. 

Other conditions of employment are excellent which indudes 
B.ULBA. membership, r eloc ati on expenses waQ be paid~wbere 
necessary. 

Please write with full details of exp eri ence to date, including 
current salary, soring toe names of any org an isations to whom you 
do not wish your appfiatiOQ to be for w ar ded, quoting refe 3227 toe 


Godfrey 

Solomon 

MANAGING 

DIRECTOR 
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Vigorous growth in Europe'scttshore financial centres serves 


to highlight the challenge fix S^e European Community as it 


seeks to integrate M finanpiM Setvices industry without driving 
business away to centres btftsldS the EC f says Barry RUey 


Harder 
to keen 


The offshore centres have 

profited flwm the I nte n mU nml. 

faatfou of badness in general, 
and of employment in particu- 
lar. Growing armies of expatri- 
ate workers and retirees have 
sought offshore facilities which 
are outside the tax jurisdic- 
tions wither of their eo mrir‘« w 
of origin or of residence. 

Moreover the financial 
im inw tr y fm« found It possible 
to develop products and ser- 
vices offshore in a way which 
is not practical within the 
often cumbersome framework 


of mainland regulation. The 
reconciliation of domestic pri- 
orittea with the incroasing /hnr 
of cross-border business >aw ; 


THEY USED to he called tax 
havens. Bat the graduati o n of 
various Isolated Jurisdictions 
to *h«* more dignified-sounding 
status of (^hore financial cen- 
tres is not simply ah exercise 

in unjilMiiiUin. 

Tax-dodging remains dis- 
creetly evident. Bat growth in 
financial sophistication, and 
die a dv ances in tetecaumnnri- 

ratirnw jhdUUeS. haVC tTKWrit- 

that many such centres are 
now firmly slotted Into the 
International financial circuit 
Most of -them play host to the 
top names of international 
finance. 

It is a booming business, 

; especially within the Europe an 
time zone. Centres such as Jer- 
sey. Luxembourg and Liechten- 
stein are bursting at the 
seams, allowing the slack to be 
taken up by a second wave of 
contenders such as the Isle of 
Man, Gibraltar and D nMfln, the 
latter through its International 
Financial Services Centre. 

Now there is a third contin- 
gent of hopeful havens. Malta, 
Cyprus and Madeira are among 
the Mands which fancy their 
chances of joining Offshore 


The canfltet .'fa looming large 
for the E u ropean Cttnfflnnlty 
as it prepares to open a 
single market hi flnancldl ser- 
vices after 1082, andfocas the 
risk that Luxembourg and 
Switzerland could turn out to 
be disproportionate beneflcla- 


W Wthi f w nitf y tmm . 

kets, withholding taxes have 
proved extremely ef fe c t ive hi 
co u nte rin g tax evasion. Inves- 
tors find it iHfBwnlfr- «0 * Vwia 
taxes if they- axe deducted at 
source from interest payments 
or dividends* 

From the point of view of the 
tax collectors it is much, 
cheaper, to deal with a rela- 
tively «mmU twniito - rf 

rial fas Hfaitlmwit - thaiy with Sdt 
Hons of taxpayers, CvCn ff this 
dttems are acnmidooSty hon- 
est Iri dwriartog thrir far re m ? . 

But once an International 
dimension is created thfacdey 


But now CBT, which dates 
bade to 1394, is to be abolished 
beftffC it-can quite reach its 
centenary. 

■The change was promised in 
last week’s UK Budget in order 
to hea d off a -sudden nwnihb 
by UK bunding societies to set 
up oflShore subsidiaries and 
branches in places tike the Isle 
of Man, Guernsey and Gibral- 
tar.- The big banks ‘already, 
have -such offshore focfltttes in 
place- : . 

; TbarchaabeetLa danger that 
the rtgiawea of the system 
would penalise those less alert 
b UOtu Boni that only offered 
otfahoce accounts. 

wyiipeiHinw fa intly of mar- 
ried couples has triggered the 
CRT concession. When, intro- 
duced next month it will mean 
that mAHmib of people (xum- 
cansfng vrtves) will be entitled 
to tax aBowa u ces an savings 
incomes. But until tax-free 
onshore accounts become 
avattabte in a year's time they 
will.be forcCd to use afhham 
accounts in order to receive 
grots tnterest frdm banks or 

gUhHig , - 


- ni this sumffrir 

□ The Impact ol 1382 upon financial services; Inveatment 

luoda; baaing In u r a rc e . page 2. 

□ IndMdual c»r— tnakte toe E urop e an CortMmmay: 
Luxembourg, Dublin, OUbraHar, Madeira; and ortelds the EC 

ownzsnflfKi, LismiMtsisin, Miiyi uosmsiy, w ot 

Men, Malta and Cyprua fff- 3 and £ 


system foils apart. Foreign 
investors, or. expatriates, will 
very quickly get tired of claim- 
ing taxes back ftom a main- 
fenii bureaucracy. 

The currant turmoil over the 
withholding tax on savings 
deposits in the UK amounts to 
an interesting case study. The 
tax is actually known as com- 
posite rate tax (CRT), and is 
charged at a rate sHgbfiyless 
than the 35 par cent standard 
rata of income tax. 

The- tax cannot be claimed 
back even by those savers with 
such low incomes that they are 
not liable to pay Income tax. 


Aside from taxation, there 
are also challenges to the 
domestic regulatory frame- 
woria for the finandu services 
industry. The control and 
supervision of investment and 
insurance businesses has In 
most cou ntrie s been handled 
on an inward-Iooldng baste. 
British- unit trusted . for 
Instance, have-whet fa a-pecu- 
tiw structure by fatmn-ramimal 
standards. ... 

hi Germany, heavy-handed 
regulation bee -stified innova- 
tion In the retail hanking 
industry, In. domestic terms, 
there may be very good roar 


; sons for these practices. But 
! What happens when, the citi- 
zens of such countries gain 
access to much more fl ariM e 
and nimble financial reghnes 
somewhere abroad? 

Luxembourg,. for Instance, is 
a nuriest territory In tome of 
pop ulation and SwawHal rifUla 
But It has long attracted heavy - 
investment flows from neigh- 
banting states- because of its 
. ftwm al n pnrrtf 'Ti (n the taxer 

tion of investments. And while 
states such as Belgium have 
tolerated this in the pari, now 
countries such as France, 
which have previously pro- 
tected themselves through 
restri cti ons o n flows across the 

fo r ei gn OTriMngMH^ fimi them* 

selves wide open to the Luxem- 
bourg challenge because of the 
relaxations of exchange con- 
trols which have been required 
under European Community, 
rates. 

Whether this will prove to be 
a serious problem will depend 
on the level of tax morality. 

hi Britain, where it has been 
relatively easy for citterns to 
invest offshore for the past 
decade (but banka nave 1 
. w tf ha f nrf from promoting off- 
shore accounts) tax evasion of 
this kind does not appear to 
have, been a major problem. 
But It might be different in 
France, and especially in Italy. 

Wise offshore centres win. 
play down their potential for 
evasion. Jersey and Guernsey, 
for instance, have warned their 
Wnanetel Institutions against 
promoting offshore accou nts 
on the UK wurfwhmd, m the 
basis, that t hriejshocddi iot^e 

J uris . 

dictions. 

Instead, .the better estab- 
lished ce nt res like to empha- 
sise their. ability to respond 
quickly to innovation, and to 
point to the service they can 
provide to malnlmd residents 
who wish to invest In, say, 
ammimHHM - and financiai 
futures funds, or in the. case of 
companies want to set up cap- 




tive Imateaww* SUbridfarieS. 

Many oflkhora centres have 
come under pressure to put 
their houses m order in other 
ways. The US Government, for 
instance, has forced unprece- 
dented cooperation from Swit- 
zerland in areas Uke the stolen 
fortunes of fugitive dictators, 
pnd iwdifar trading deals. 

Lu x embo ur g has agreed that 
It will not apply tta banking 
secrecy laws In cases where 
there Is evidence of criminal 


activity by users of its finan- 
dal institutions. 

The Channel Mands have 
passed drug-trafficking laws 
which are rimfir to those of 
the UK mainland, and have 

alan ftiHwi much hi tint* with 

in v es tor protection legislation 
in file UK, so that the invest- 
ment funds of Jersey and 
Guernsey are now subject to 
r egulation in a way that they 
never were before. 

I n vestors need to be aware 


that they nevertheless take 
greater risks when they go off- 
shore, where they are usually, 
outside the scope of compensa- 
tion o chemew, mil may hnwimfl 
entangled With unfamiliar 
legal restrictions. It is up to 
mainland jurisdictions to make 
absolutely sure that the bound- 
ary between onshore and off- 
shore facilities is clearly 
drawn. 

J ust before flhrifltmsB the 
UK Gover n ment agreed to com- 


peusate investors in the failed 
investment firm Barlow 
Clowes even though many of 
the accounts were held 

thro ugh flBwRiif rather ftm 
the UK. Expensive episodes 

Wm that COULd CWTfflfl matiikind 

jurisdictions to become irri- 
tated with the tiresome off- 
shore centres. They Bright try 
to hit back by setting up 
onshore/ofbhore facilities. 
Indeed, the UK has done this 
Continued an page 3 
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HOW FAR ARE YOU 
FROM FINANCIAL 
ADVICE WHEN YOU'RE 
WORKING ABROAD? 


About as fir as your nearest phone. 

Yon see wherever you go in the world, be it Bahrain, Belgium 
or. Wi, you can call our Expatriate Advisory Service in Jersey 
direct* 

Whether you want a straightforward saving^ account 
paying interest grass, assistance with tax, or just someone 
to deal with ray financial problem, there'!! be a personal- 
hanker in Jersey who can .help. 

And of course we can help yon before you 
go. With the Barclays Country Report for instance. 

It covers everything- you 
could need to know about a 
country. From politics and 
finances to -geography and 
local etiquette. Making you 
better prepared to tackle 
those problems that always 
, arise when you first arrive in a 

country. 

• To find out more just call 

Hilary Brown on 

(OSM) 26143 or fill in 

and send it to Hilary at die address below. 


Surname (Mr/Mrs/Miss/Ms)' 

JBbrename(s) ", 
Addrm 


TH 

Iwffl be woddng in— . 
Freseut bank and brandii 


ch C 


1 


re 





nal head 


ffers unioue incentives 


for direct investments and 


v become 


an undisputed force in 
international shipp i ng ? 

If the answer isn't quite dear look more closely at Cyprus, the jslarntthri combines its 
centra! geographic location, EngRsh legal system, excellent tstecomnuiiiiGatlon facBjties, easy 
accessabflfty by sea and air, with a tow cost of fiving and cosmopolitan way of fife. 

In addition, Cyprus bas an efficient civil service, an outstanding professional sector, 
weti-educated labour force, productive industrial relations and a customs union agreement with 
the European Community. 

for 


trr% am iMdsmiD ukoo. rax ugo too ti awn iwvirroM {m wmw of nuum Qia»m law tta 


CENTRAL BANK OF CYPRUS 

3SMETQCM0U STRffT, PABOX 5529, NICOSIA. CYPRUS 
m; 35T-2-4452S1, FWt 3S7-Z-472012. TlX 2424 CENTRAL CT 











OFFSHORE CENTRES 2 


Barry Riley on moves to unify the European financial services industry 


A SINGLE MARKET Is the 
Ideal, but the process of rally- 
ing Europe's fragmented finan- 
cial services industry promises 
to be a formidable task, which 
is precisely why the financial 
sector has been left more or 
less till last 

It is not practicable to apply 
common external tariffs as Dear 
physical goods. So, in permit- 
ting unhampered financial 
flows from one member-state 
to another, it is bard to pre- 
vent capital moving freely to 
non-EC financial centres with 
equal ease. 


A formidable task 


Long struggle 

The first rounds in a long 
struggle have already been 
fought. Deregulation will 
encourage the flow of invest- 
ment capital to low tax cen- 
tres, especially Luxembourg. 
Populous countries with rela- 
tively high taxes on invest- 
ments, such as France, Italy 
and the UK, will tend to resist 
this. 

If they succeed in imposing 
anti-avoidance measures they 
will damage Luxembourg's 
amhiHonw and win safeguard 
their tax revalues. But they 
may simply succeed in driving 
business to locations such as 
Switzerland and the Channel 
Tcianrig The markets in prod- 
ucts such as cars, ball bearings 
and biscuits have been progres- 
sively opened up during the 
past 25 years. But key direc- 
tives covering banking, invest- 


ment services and life assur- 
ance are only now being devel- 
oped, and will not came into 
force before the beginning of 
1993. 

The reasons fix* the tardiness 
hinge on jealously-guarded 
national restrictions in areas 
such as taxation, investment 
regulation and monetary con- 
trols. The first line of protec- 
tion in the past has been an 
insistence upon exchange con- 
trols, so that investors have 
been bottled up within their 
own countries. 

Progressively, these 
exchange controls have been 
relaxed, but there have 
remained severe restrictions 
upon the marketing of foreign 
financial products and ser- 
vices. so that only the rich or 
wen-informed have had access 
to them. After the end of 1982, 
however, even these marketing 
constraints will to a large 
extent be lifted. 

Tax is the most i mportan t 
problem. A common market In 
financial services really does 
not make much sense unless 
fam>« are lmmwniHfwf Other- 
wise, Investment business will 
tend to flow to the centre 
where the tax burden Is least, 
to the exclusion of all other 
considerations. 

It amounts to a big challenge 
to the leading EC member 


states, which have come to rely 
on the deduction of income tax 
at source os investment 
income as a means of securing 
the revenues due to the author- 
ities. Such withholding taxes 
are very difficult to evade, and 
they are also much easier and . 
cheaper to collect from a rela- 
tively wmaii number of finan- 
cial Institutions and companies 
than from millions of individ- 
ual investors. 


tion for a small country can he 
that selective tax breaks will 


Classic case 

That Is the posture of the 
bigger countries. But the “off- 
shore* approach is to offer the 
citizens of such states an 
escape rente. Luxembourg is 
the maasift case within the EC. 
It has structured certain, of its 
own taxes so as to exploit the 
o pport u nity for cross-border 
anomalies at the expense of its 
bigger neighbours. 

This does not only apply to 
financial services, ft also sets 
unusually low tax levels on 
petrol, for example, so that for- 
eign motorists near its borders 
will be attracted to its petrol 
stations. Partly in conse- 
quence, Luxembourg citizens 
nevertheless suffer high levels 
of personal taxation: the grand 
duchy is in no sense a tax 
haven as far as its own citizens 
are concerned. But the calcula- 


te make such, distortions eco- 
nomically worthwhile. There 
must also be a delicate calcular 
tion that such beggar-my- 
neighbour policies will not 
attract business on such a 
large scale as to prompt seri- 
ous reprisals by the more popu- 
lous states. 

Ireland is attempting to 
exploit some of w* «nn» anom- 
alies, although on a still ware 
artificial basis through the cre- 
ation of a carefully segmented 
International Financial Ser- 
vices Centre in Dublin. These 

privileged services are not 
available to Irish c itiz ens, but 
only to foreigners. 

The more populous member 
states have three means of 
countering a of 
business to places like Luxem- 
bourg. First, they can reform 
their own financial la gfaiatiQn 
to render domestic financial 
products and services attrac- 
tive on an ln t^g n a tlnMl hania, 
for instance by maHwp Hiwn 
“transparent” to taxes. Bat 
this may in crease the scope for 
tax evasion internally. 

Secondly, they can attempt 
to impose a stan dard withhold- 
ing tax on investment income 
throughout the BC. But 
attempts by the European 


Harmonisation 

Ultimately, a sfog i e maihei 
In financial services "ia^ no 
sense without fiscal harmoni- 
sation. In due course, the EC 
will be forced to squash the 
attempts by smaller member 
states such as Luxembourg 
and Ireland to exploit the situ- 
ation. and will be motivated to 
settle on a uniform withhold- 
ing tax rate which will be low 
enough to limit the leakage of 
business offshore to tolerable 
levels. 

Nevertheless, offshore cen- 
tres will thrive, just as they do 
in file Western Hemisphere in 
serving the requirements of 
the American 


IT IS now six months since 

Bun ip pnn Twarali^ ar 

states, with the exception of 
Greece and Portugal, were to 
have implemented a European 
Council Directive of 1985. The 
directive - "Undertakings for 
Collective Investment in 
Transferable Securities,” or 
Udts, if you prefer the less- 
than-coddly acronym, aims to 
encourage a Europe-wide mar- 
ket in unit trusts (mutual 
funds). 

The feet that even now Bel- 
gium and Italy, have yet to 
incorporate the Ucfts Directive 
Into their national laws rein- 
forces the view that the single 
market in retail financial ser- 
vices is more of a alow burn- 
ing fttse than a big bang: It 
may even turn oat to be a 
damp squib. 

While the Udts Directive is 
exactly in line with the theory 
of 1992, there remain consider- 
able practical limitations, 
principally the absence of fis- 
cal harmonisation, and the 
wide range of individual coun- 
try marketing rules to which 
promoters of Udts funds have 
to adhere. 

Despite these early prob- 
lems, there are signs that 
Community-based “offshore” 

financial centres, principally 

Luxembourg bat also Dublin, 
Gibraltar and Madeira, could 


Peter Gartland looks at investment funds 


Practical limitations 


develop an advantage over tra- 
ditional non-SC ce ntra such 
as the Channel ami the 

Isle of Man. 

The actions of two major of 
the main internationally-oper- 
ating fund groups. Fidelity 
and Flemings, support this 
view. 

Barry Bateman, managing 
director of Fidelity Investment 
Services, is convince d Luxem - 
bourg wQl emerge as Europe's 
key offshore financial centra. 
“It’s acceptable aimnat every- 
where in the world,” he 
explains, “and that’s Impor- 
tant for a c om p an y m»> oars 
with global ambitions. 1 * 

Fidelity already has a Lux- 
embourg range of funds which 
is currently marketed mainly 
in Japan via Japanese broker- 
age houses. Later this year, 
the company plans to target 
ti«i« range exclusively at the 
Japanese market place, and 
from Se p tember will be setting 
up a new Luxembourg 
umbrella fund to be marketed 
to International (non-Japanese 
resident) investors. Signifi- 


cantly, Fidelity win be merg- 
ing its existing Jersey funds 
into Pi* Luxemb ourg umbrella 
to form a core range of 20 sub- 
funds. 

Mr Bateman says he fimught 
long and hard about whether 
to base Fidelity's forthcoming 
wwihrriia fimd In Dublin, Jer- 
sey or Luxembourg. He came 
to the conciluatan it should be 

T jiTpmh fl my 

Fidelity regards Luxem- 
bourg as a marginally more 
acceptable investment centre 

than the flhaimri Talaiida lit 

the eyes of UK I n ve sto rs, con- 
siderably more acceptable 
throughout south-east Asia, 
and essential in Japan where 
the Ministry of Finance will 
recognise only those funds 
which are marketed from 
OECD countries. Luxembourg 
Is an OECD naring Sw chan- 
nel himrfu are not. 

Paul Batman (no relation) 
Is a director of Fknrings which 
hay $195m mito 
through Flagship, its Luxem- 
bourg-based Udts umbrella 
fund. Luxembourg, rather 


thaw Jersey, has been the 
focas of Flemings new fund 
management activities over 
the last 18 mmiths - “the rela- 
tive hainnm ijas chanced dra- 
matically,” says Mr Bateman, 
so that EC financial centres 
will have advantages over 

Him* outside the ft » a n nmlty - 

Flemings Is about to move 
into new offices In Luxem- 
bourg with, initially, 24 staff. 

Paul Hatawiaw says thh mm. 

ber could easily rise to lOOin 
the next couple of years, 
whereas Flemings present Jer- 
sey staff complement might 
well shrink from 50 to 40 over 

tile aama ffjnS. 

With such moves afoot. It 
would be tempting to conclude 

that the Jflhawwri Wamh and 

Sde of Man are living on bor- 
rowed time as important 
ffwanrfai ce n tres. 

Not surprisingly, IPs not the 
way. things are seen fn the 

-Manila Mmwurfw - 

Hugh Ward of the Jersey 
Fond Managers* Association 
points to an impressive 86 per 
cent bnxease in foods under 


management for last year com- 
pared to 1988 as evidence that 
Jersey is stm growing. At the 
end of 1989, fond management 
in Jersey was a £7 JSba. indus- 
try, nearly four times bigger 
than In 1984. . 

In the mid-1980s, a high pro- 
portion of the flow of fund 
mon ey into Jersey wnwfl from 
the UK. focreasfngly, accard- 
ihg to Mr Ward, money is com- 
ing in from ay mk l m mri» aa 

Taiwan. . 

Some Jersey gDt ftmds took 
a media battering last year 
when it emerged that capital 
values had been eroded in 
order to dividend 

yields. The bad publicity was 
responsible for losing Jersey 
as many as 10,000 investees . 
the cmi e nl ghdwMfl figure is 
800,000. 

Mr Ward says the Island is 
looking at w are of achieving 
greater recognition, given that 
it is not an OECD member. 
Ultimately, he appears 

sanguine on this point. Jersey 
has a good story to teO, be 
says, and will look for busi- 
ness "in areas that are not too 
dffQcnlL” 

Apart front Fidelity and 
’’Flemings, which Titfve both 
rieiwiy ”»*» up their wriwAi 
which way trends are heading; 
many fund groups. are stiu 
keeping their options open. 
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Grounds for optimism 




RoyaTTVust Bank (Isle of Man) has been established on the 
isle of Man since 1976 and provides a wide range of banking, 
trust and investment services for diems around the world. 


Royal Trust is incorporated in the Isle of Man with unflmited 
liaMtty. It is a whoJJy owned subsidiary of RoyaJ Trustee 
Limited, one of Canada^ largest flnancial/lnatltulbns. 


Deposit Accounts 

Available In most major currencies. Competitive rates of 
interest paid gross. 


High Interest Cheque Account 

A/ailable in most major currencies. Competitive rates of 

Interest paid gross. 


International Investment Management 

For fctdMduafs, trusts and investment companies. 


! Trust and Corporation Adm in istrat i on 


Collateral and Back to Bach Loans and 
Residential Mortgages 


School Fees Insurance 


Royal Thist Bank (Iste of Man's) principal place of business Is 
In the Isle of Man and the paid up capital and reserves were 
£4,503,270 on 30th November 1989. 


OapMfta made wtti affleM d Royal TYust Bank (tala ol Mai) in the Ua ol Mai 
am not covered by the Depoafi Protection Scheme under iw Banking Act 1B8Z 


For personal and confidential service contact 


ROYAL 
■ S TRUST 

Royal Tust Bank Osle of Mari) 


Royal Trust Bank (Isle of Man), GQ/82 Athol Street, Dou^as, late of Man, 
TMephone: (0624) 29S21 ’fete; 628520 Fax: (0624) 72203 


5KZ3 ZZZ3 533 SEEN S5EB 


To: Ro)Ol That Sank (Isle ol Man), Royal That Houm 
60/62 Athol Street, Douglas, lets af Man. 
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OFFSHORE insurance began 
to develop in Europe not much 
more than a decade ago, when 
Swedish companies started to 
explore the potential of Luxem- 
bourg as a centre for subsid- 
iary captive Insurance 
operations, while at the mw 
time British groups were dis- 
covering the scope for similar 
initiatives in Guernsey. 

Since then, the Isle of Man 
has pgtahUnTwd itself 88 a rival 
to Guernsey, and more 
recently Dublin has appeared 
on the captive insurance map 
on the strength of the new 
International Financial Ser- 
vices Centre. 

These are the trig four in off- 
shore Europe, although there 
are also captive insurance com- 
panies In places such as Qbrai- 
tar, Malta and Liechtenstein, 

wnij the Aland Inlands In thp 

Baltic recently boasted at their 
first capture. 

At the end of last year, 
Guernsey was host to 174 cap- 
tives, with a gros premium 
income of well over $lbn, and 
tiie Isle of Man and Luxem- 
bourg to about 80 each 

Captive insurance originally 
became popular amongst North 
American corporations using 
US time zone of&hore centres 
such as Bermuda and the Cay- 
man Islands. These techniques 
have subsequently been 
employed by many British 
companies - some two-thirds 
of the biggest 100 companies in 
the UK are thought to own cap- 
tive insurance operations — 
but they are not so widely used 
On the Continent, 

With an eye on the huge 
amounts of business now going 
through Bermuda, where pre- 
mium volume topped $Ubn in 
1988, Captive managers are 
optimistic about the scope for 
growth In Europe. It may be 

srignfflre mt that among th*> 

captives approved in Dublin 
last year was one established 
by the big German car group 
BMW, which is in a position to 
benefit from an exceptionally 
favourable double tax agree- 
ment between Ireland and Ger- 
many. Essentially, captives 
have been promoted by the 
leading insurance broking 
groups, as well as some special- 
ist managers, as a means at 
developing relationships with 
large corporate clients which 
pay high volumes of insurance 


premiums - say of the order 
of $500,000 a year a gg re g atin g 
all classes. At this stage it 
becomes worthwhile for a com- 
pany to set up a captive and 
oral through ft directly with 
the wholesale insurance mar- 
kets. It can be a natural exten- 
sion of the type of risk manage- 
ment department which Is 
commonly operated by big 


The offshore locations arise 
for reasons of regulation as 
well as tax. Onshore restric- 
tions BUCh 88 high minim u m 
capital requirements can be 
avoided, as well as onerous 
reporting procedures. 

As for tar, if inmi^ p <^i> he 
railed up tax free then it can 
be more economical to build 
capital. But if profits are even- 
tually repatriated tax may be 
payable in the parent com- 
pany's home country, and 
indeed some jurisdictions 
insist parents must 
home at least part of the earn- 
ings of offshore sub sidiaries. 

For larger captives the off- 
shore advantages may not be 
so Important, and the case was 
recently noted of a Guernsey 
captive which moved onshore 
to the UK. 

As more centres have 
become established competi- 
tion has intensified, however, 

and the tax breaks have 
become more attractive. At one 
time, for instance, Guernsey 
charged a 20 per cent profits 
tax, but now caps that at a 
modest «*nrng _ Tne Isle of Man 
charges only flat fees, and 
although Dublin sets a 10 per 
cent tax rate, double tax trea- 
ties with several of countries 
allow Mming a to be repatri- 
ated without further charge. 

Not all offshore centres can 
play. There most be a regula- 
tory infrastructure and the 
presence locally of professional 
and managerial rPKnmToq This 
Is a strength of Guernsey, 
which incidentally hosts the 
world's biggest aviation under- 
writing business, operated by 
Transglobe Underwriting Man- 
agement. 

In many respects captive 
insurance is a somewhat shad- 
owy industry of variable eco- 
nomic substance. Many such 
operations amount only to 
minor book-keeping exercises, 
although there axe mutual cap- 
tives which handlft business 


for whole industries, and other 
captives have grow n to the 
position where they have 
started to transact genuine 
third party business. 

Two of the European cen- 
tres, Dubli n an d Lux embourg; 
are within the European Com- 
munity, and so can offer poten- 
tially imtninu ne T l ffd access to 
the Internal market from the 
beginning of 1993. Two are gen- 
ninety offshore. In the guise of 
Guernsey and the Isle of Man, 
and are outside the EC. 

It is not dear that s tay i n g 
outside win prove to be a dis- 
advantage, because c ap t i v e s 
essentially trade through the 
professional markets, and are ■ 


tag up oT the retail markets. 
Moreover, the forthcoming 
insurance directive may 
impose restrictions on, for 
instance, capital resources, 
which might put the EC cen- 
tres on the defensive. 


Bony Riley 
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OFFSHORE BANKING 


Commission to promote auni- 
fira Community-wide 18 per 
cent tax foundered last year, in 
the wake of a decision by Ger- 
many to scrap its own 10 per 
cent withholding tax imposed 
only a few m onths earlier. 

The German tax merely suc- 
ceeded in driving vast sums of 
money to adjoining Luxem- 
bourg, with the side-effect of 
depresting the exchange value 
of the. de utaefaemar k If a fey 
had been imposed on Luxem- 
bourg too, hot money would 
simply have moved to Switzer- 
land w further 

A third line of attack is to 
promote attempts to arrange 
the automatic exchange of 
information between the tax 
authorities of EC member 


Strict secrecy prevails 


WEALTHY individuals in 
droves are seeking the tax-free 
privacy of “offehore* num- 
bered bank accounts. The main 
reasons are world economic 
uncertainty, high iwfiafinn and 
the collapse of ^r n , m r , Tr Tl grn 

Many of Switzerland's banks 
enjoyed record results in 1989 
when the rest of the world was 
fi ling t h? pinch of recession. 
Unexposed to Third World 
debt, they suffer from none of 
| the writeoff provisions feeing 
US and British banka - “1330 
is not going to get worse," says 
the Swiss Bankers’ Associa- 
tion, whose 550 members 
enjoyed growth in volume of 
15-20 per cent last year. 

Offshore banks appear to be 
over their own i™i patch- in 
the mid-1980s, bad publicity 
combined with lower taxes and 
conservative government in 
Europe and the near absence of 
inflation sent the fortunes of 
offshore hawiring Into steep 
decline. The “coDause” of th e 
Swiss franc undermined the 
country’s Image of rock-solid 
security. The Liechtenstein 
stfftung was suffering from too 
much good news. 

Hard tirmva mnda the Off- 
shore bankers more vulnerable 
to bad publicity: In various 
allegedly criminal operations, 
virtually every one of Europe's 
private hanking centres was 
impticated- 

The Guinness sharosupport 
scheme involved banks in 
Switzerland, the Channel 
Islands, and Bermuda; the 
BCC1 drug trafficking 
involved Luxembourg; the Bar- 
low Clowes affair was head- 
quartered in Gibraltar. . 

International pressure was 
increasingly brought to bear 
on the offshcare hank e ra * cher- 
ished hwtitimw of nondisclo- 
sure of accountrhalders. The 
US . led the way with Its 
attempt to prise open the bas- 
tion of banking secrecy - 
Switzerland - by invoking the 
Swiss- American Treaty on 
Mn tiia i Assistance in iMmlnul 
Matters, signed in 1978. Since 
the treaty came into force in 
1977, 500 requests for informa- 
tion in both directions have 
been executed. 

In. 1982, the Swiss agreed to 
break bank secrecy laws In 
cases at suspected criminality. 
Including insider trading 
which became a . criminal 
offence in Switzerland in 1968. 


The Swiss dutifully disclosed 
the contents of accounts held 
by the TTifamittM , Miiding Fer- 
dinand Marcos, Ivan Boesky 
and “Baby Doc" Duvalier. 

Switzerland and Liechten- 
stein also instituted tough 
"due dfligence" laws, imposing 
fines of up to SFrlOm on banks 
who knowingly accepted crimi- 
nals- Switzerland will intro- 


duce two money-laundering 
statutes on to its Criminal 


statutes on to its Criminal 
Code this year. The first explic- 
itly outlaws money-la and e rln g; 
the second requires that any 
organisation - bank or com- 


The twin pillars of 
offshore private 
banking are the right 
to strict secrecy and 
the legitimacy of tax 
evasion. 


pany - accepting large 
amounts of money must be 
to identity the depositors. 

Liechtenstein is keeping 
abreast of Swiss developments. 
This tiny Principality, whose 
three banks -are members of 
the Swiss Bankers’ Associa- 
tion. introduced its “due dili- 
gence” agreement In 1987 and 
amended it last year so that 
only Liechtenstein lawyers 
were able to declare account 
holders “fit and proper". 

Mr Hwit> ott, deputy manag- 
ing director of the Bank in Lie- 

rj i tanwtatn , the move 88 

fair retribution for Switzer- 
land's earlier decision to 
exclude Liechtenstein lawyers 
from acting for Swiss bank 

account holders. 

Bat none af this awesome lit- 
igation has seriously dented 
the twin pillars of offshore pri- 
vate banking: the right to 
strict secrecy, and the legiti- 
macy of tax evasion. 

Switzerland, Liechtenstein 
and Monaco appeal to the 
sophisticated, designer end of 
the market and the “old” 
money; less cachd attends a 
hank account in Gibraltar or 
Andorra; while little Campione 
Is really just an Italian Las 


The legal foundation for 
Swiss bank secrecy is the 
Swiss Federal Law 1984, intro- 
duced in response to Hitler’s 
Economic Treason Act, 
enforced a year earlier. Two 


European banking secrecy and disclosure 
requirements: the record 


■ 1893: First written reference 
to banking secrecy In the • 
statutes of Italy's Banco 
Ambroaiano: “You are not 

to give information to other 
people, except to the 
(depositor), his attorneys and 
heirs, under penalty of losing, 
office or greater sanction 
according to the opinion of 
the Vicar or the Council of 
Twelve. 

■ 1893: Louis XM of France 
issued a Royal decree stating: 
"Le secret bancaire est 
absoiumentnecessaire dans 
las negotiations de banque, 
change, commerce et 
finance.* 

■ 1933; Hitler unVeils his 
“Gesetz gegen Verrat der 
deutschen VoUcswirtschaff* 
(Economic Treason Act). 
Unrestricted disclosure 
requirements on German and 
Austrian banks leads to heavy 
outflow of funds to 
Switzerland. 

■ 1934: Switzerland responds 
with a tough Federal Law, 
Imposing heavy penalties and 
prison sentences for breaches 
of banking secrecy . 

■ 1949: General de Gaulle, 
under Communist pressure, 
invalidates French banking 
secrecy for fiscal purposes. 
Heavy outflow of funds 
results. 

■ 1947: Austria re-introduces 
strict banking sec r e cy, and 
anonymous “passbooks” for 
account-holders. • 


■ 1998: European Convention 
on Mutual Assistance in 
Criminal Matters signed. 

■ 1982: Switzerland become? 
associated member of foe 
European Economic 
Community. Swiss Federal 
councillor Watileh underlines 
Swiss neutrality. 

■ 1973: Treaty between the 
United States and foe Swiss 
Confederation on Mutual 
Assistance in Criminal 
Matters concluded on 25 May. 

■ 1977: The “Chlasso 
Incident,” or so-called Taxon 
Scandal. Uproar as Swiss 
banka ball out Credit Suisse, 
on the verge of losing billions 
as a result of highly 
speculative transactions by 
Its Chiasso managers. The 
scandal forces Swiss banks 
to identify beneficial owners 
before opening accounts. The 
US/Swiss Treaty comes into 
force. 

■ 1984: Swiss voters throw 
out Socteti Democrat proposal 
abolishing bank secrecy in 
cases of tax evasion. 

■ 1987: Swiss banks sign 
tough “due diligence* 
agreements. Banks taking 
on crooked clients can be 
fined up to SFrlOm. Form "B* 
re-worded to allow lawyers 
to withhold client’s. Identity 
where client Is not engaging 
In Investment and Is deemed 
to be of reputable character. 

■ 1988: Insider dealing 
becomes a crime In 


Switzerland, following the 
Insertion of Article 161 in the 
Swiss Penal Code; huge drug 
money laundering operation 
unearthed at 
Luxembourg-based and 
Pakistani-owned Bank of 
Credit and Commerce 
International; Barlow Clowes 
siphons millions from 
Investors through Its Gibraltar 
subsidiary. 

■ 1989: Luxembourg passes 
tough money-laundering law. 
Bankers shielding clients risk 
five years in prison and 
SFrSOm fine; Austrian banks 
made to require Identification 
of anyone depositing over 
$50,000; Austrian and Swiss 
parliaments prepare 
legislation curbing bank 
secrecy in cases of suspected 
money laundering. 

■ 1990: Gibraltar’s banks 
back new legislation 
governing financial sendees 
on the Rock. 

■ 1990: Swiss extend their 
disclosure rules to any 
organisation accepting large 
sums of money; new Swiss 
money laundering laws to be 
introduced in July this year. 

It will -make It a criminal 
offence to launder money, 
carrying a penalty of 
Imprisonment of up to five 
years, with a fine of up to 
SFrlm, (£410,000). 


Sourea: OOahom AtMter and Dr 
Awdw ScNumborgor, 

Swiss Banking Corporation. 


Private Banking 
And Trustee Services. 

Asset Protection and Personalised Service. 




The NatWesc International 
Trust Corporation Grouc 
of companies are a pari of 
the wohdwiae National 
Westminster Bank Group 


vVe are a leader in Private 
Banking. Trustee and Finan- 
cial services and coerate 
m a number of the major inter- 
national financial centres. 


vVe report directly to our clients 
•with unmatched personal 
anc professional service - the 
ultimate in Private Banking 
capability. 




nor more intormation. contact 
the Nst'vVdpt International Trust 
Corporation office nearest you. 
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employees of a Swiss bank 
were imprisoned for two and 
four years in 1985 for transmit- 
ting information about custom- 
ers to the French authorities. 

But exchange of information 
about a bank account may law- 
fully be passed through double 
taxation agreements between 
two countries. Such a recipro- 
cal arrangement exists 
between Switzerland and the 
US; between Monaco and 
France; and between Liechten- 
stein, Austria and two Swiss 
cantons. . _ 

No French person places ms 
money with banks based In 
Monaco: the mere threat of the 
transfer of one's tax details to 
their country's tax authorities 
is an ample deterrent. 

Switzerland, in common 
with most offshore ba nkin g 
centres, refuses to offer assis- 
tance to foreign gover nm en t s 
in cases concerning tax eva- 
sion. 

Mr Joerg Schwarz, legal 
adviser to the Swiss Banking 
Corporation, explains that 
“bank secrecy Is the right of 
the bank’s customer. T his rig ht 
can be waived by the customer. 
But such a waiver is only valid 
If the customer acts volun- 
tarily and not under duress. 
Therefore waivers that were 
signed pursuant to a US court 
order may be Invalid.” 

Mr Ott of Bank in Liechten- 
stein, puts it this way: "We feel 
we don’t have to be blamed for 
being a tax oasis in a tax des- 
ert." 

Offshore banking centres 
rival Mfh other for position as 
the most secretive: Austria, 
whose "passbook" system is 
perhaps the most rigidly 
guarded, accuses Switzerland 
of relaxing its secrecy rules. 
Luxembourg jealously protects 
its hank secrecy and low tax 
status, despite European 
efforts to impose withholding 
tax on deposits In the EC’s 
smallest member state. 

Offshore bankers go about 
their business in calm recogni- 
tion at an unwritten code of 
behaviour: keep your cUenf s 
secret - a small indiscretion 
over a drink may ruin the off- 
shore banker's career. 


to k €?< 

iSr I 


Paul Ham 


The writer is editor qf Off- 
shore Adviser, the FT pubitco- 
tkm for offshore intermediaries 
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ROPEANFINANQE AND INVESTMENT OFFSHORE CENTRES 3 

FT correspondents look git four centres inside the European Community: Luxembourg, Dublin, Madeira and Gibraltar 

A strong bid Luxembourg stays resilient Ireland builds 

- Wl / fc 4 A rl A ■ V» X ' V NftMB cap W should deny ; Even Prime Minister MrJac- will remain under pressure Luxembourg Is also pausing m ^ B I m-mre ^ 

UV M n (1 R 1 fa Mtoigltt mam Eei^ qneaSanter in a reran! later- from Us EG partners (notably for breath in tbe wake of the 9 fjlJ9| ITlHlICGI 

J ,p * ■ <4oi$r.2r thn- face of rJumgtnc- view said he le hnntiur for Franc. . to barmonlw its bank- BCCI nmuA lanndertncr ease W w* ■ ■ w ■ ■ 
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IT IS TEMPTING to believe 
there is a software package 
available to offebare nhawrcial 
centres .which teaches how 
basic marketing techniques 
can be adapted to salt the 
promotional Hteratuis of tndt- 
vidnal centres. 

As nart of this fantasy , one 
of the ksy marketing points Is 
to stress the “strategic loca- 
tion" of the centre. 

Even fhp Inland 'of 
an antonomous region inPor- 
tugal wxth > EC status, makes 
this nTwiw Madeira is situated 

nfiiwi from Lisbon and 

more than 500 mites from the 
Afrtean coast. The politically- 
StalflS t<alarv 1 |g nflfllgng best 
im n ap to foreigners for its for- 
tified wine and for field’s Hotel 
in Funchal, ths ca n tt al , a hotel 
where a fternoon tea on the ter- 
race survives, even into the 
1990s. ' 

But Madeira island is 
now making a determined M4 
to become a major offshore 
financial ceptre. It is only in 
recent years that Madeira has 
made a conscious effort to 
d iv er sify away 'from its tradi- 
tional reliance oh up-market 
tourism. The Madeira Develop- 
ment Company which plays a 
pivotal role in the island's off- 
shore ambitions says the aim 
is to offer international compel 
mes access to Europe as wafl 
as to Africa and North and 
South America. 

Madeira's developing off- 
shore activities can he grouped 
info four distinct categories: a 
free trade zone, 'financial ser- 
vices, offshore services of a 
Don- financial n atur e such - as 
trusts, and a shipping registry. 

Dr Francisco Costa, head of 


the development company, , is j 
at his efiptomatfaf 
says all four are jjF equal 
importance. If one activity & to 
he 'more equal than the otfersL 
it could well be the' free trade 
zone. T TiqncA pjahy other "off- 
shore bentr^.' Madeira figs 
Space to spare). "* ’ ’ 

- its free trade zone Is loqaf^ 
on a ighhectare, site, hbff an 
hour's, drive from Frafohalipsd. 
five-miles from the afrpocfc The 
six companies which .fcgye 
already set up in the free foade 
zone are frpin countries'^ 
diverse as Brazil and jLebanop, 
as well as from Portig^Ttiey 
are engaged to activity? as 
wide-ranging as texiSes, food* 
staffs, marble and electrical 
appliances. 

A further companies 

whore applications are iri the 
pipeline will add tobacco, ririt 
orals and woodproducta to the 
range of enteTprises.~~~ 

What’s In it for these compar 
nies? A long tax holiday (until 
foil) is the obviqua inreidiye. 

Under the heading:' , of Egan? 
dal services, 'a total of eleven 
banks have applied, to operate 
in Madeira's offshore 
centre. Banks which have- so 
for received licences axe 
mainly from Portugal, IncriKk 
pig Banco Pinto E Socto foayqr 
ai ta^Caita 

Manag Bina^^TA^ila Tat 

in Portugal for 130 years. - 

; PsfeerGiarttoifd 

Editor of The International, 
the FT's magazine fgr'gkbal 
indtsUnSj 


j&pa&Km Its success. BesO- 

AeHtfS&t the face of. ehang tn g 
"ciretunBt&nces; quick to 
nalqlt.tim opportunities of 
markets, the Grand 
Stadfrlg!? bufft an. enviable 
njM§tfop'4ta 'cue of the Emb- 
fcefef.-' ^aipypfflity to leading 
mumclql cauia. . - 
^''ffgpl.tiia mU-iSOOs . seen as 
ji mElvmir if- somewhat unsor 
toh»ficaied tooktegtanise for 
fetegnatioppl. loans, Luxem- 
j ^org: is better-known today 
Jqr i&extaz^p Private bank- 
teg and fijaalir n miilpy fond 


/Even Prime Minister Mr Jao- 
qnes Santer in a recent itttM^ 
view said he Is hoping for 
more “moderate” growth ita 
howiriiig after the hectic expe- 
rience of the last 10 years. 

.This has put considerable, 
pressure bn existing infra- 
structure (bankers sttU com? 
plain about tits delay to gat- 


will remain under pressure 
from its EC partners (notably 
France) to harmonise its bank- 
ing regulations and level the 
European playing Add as capi- 
tal moves freely across inter- 
nal frontiers. 

Thanks in large part to Ger- 
mnyto change of heart, the 
Grand Dnjphy last year head- 


REPOHT BY TIM DICKSON 


. fhe financial rector, indeed, 
hto gvto from steel as 

ffW -mafo. qipiift of wwwMwjf 

growto and' today acc ou nts for 
' qf gross dmnestic 

product -fffflF), 9 per cot of 
too workforce, and 20 per cent 
jof Government tax revanyes. 

■ F or afi t he Gr and I tochy's 
prosperity and outward dis- 
play ^ cw Wence, however. 




wn today ting new telephone lines), 
ate bank- created a shortage of property 
Log fund - qualified labour, and In cre ased 
rents and pthsr costs. - 
r, indeed, To . some extent, the slow- 
l steel as down Is Inevitable because 
economic with 166 Internatf./ina.®! 

ounts for hanks already on the Grand 
domestic Duchy's 999 square mile tend- 
r cot of lory, the number of insfitit- 
t per cent thins stiff anxious to get in Is 
rvompes. diminishing. But tiiere.ls also 
: Duchy's a feeling that the country 
rard ifo- needs a period of OQnsdlldgtloa 
however, ahead «f what promtaa fo be a 
that fiie more turbulent and chaBeng- 
fids field tog. decade.' 

, should The dangers are on several 
fronts. Above all, LnxemlKiiirg 


ed-off the grave threat of a 
conunoa withholding tax, but 
toe spofil^it looks ceataln to 
remain pu tts policy if bank- 
imr aqi^epyt 

' Though cus tom ers come to 
Lsmsmbonrg for many rea- 
seps,' file knowledge that their 
national tax authorities can- 
not snoop te a powerful attrac- 
tion, 

locals are confident that 
this citadel will never be 
breached =- and they are prob- 
ably right - bat they remain 
apprehensive about the gen- 
res! cMpp/vig away at the their 
historic advantages which the 
JL9« progr am me implies. 


Luxembo urg is also nausing 
for breath in file wake of tire 
BCCI money foundering case 
- an episode which brought a 
mountain of unwelcome if not 
always fair publicity. 

There seems little doubting 
file authorities’ determination 
to ensure a “squeaky clean” 
image - bankers are squeal- 
ing to protest at the criminal 
penalties they will face if tiny 
deal even unwittingly with a 
drug trafficker - but the 
whole issue points up the diffi- 
culty of striking a balance 
between the “light regulatory 
touch" gnd adequate supervi- 
sion. 

Incidents like the BCCI 
affair are a reminder that 
over-dependence on one sector 
is a dangerous thing. With the 
steel industry and light manor 
factoring both reasonably 
buoyant, Luxembourg has few 
short-term worries at the 
moment, but the Government 
is dearly hoping to encourage 
new interest in audio visual 
and yv plnW nthw “nldlCS 1 * 
Insurance in financial ser- 
vices. 


Harder to keep a secret 


Continued from gage li 
for many years through its 
international promotion of the 
wholesale markets of the. City 
of London, although it has not 
done so at the retail level, as 
Luxembourg baa. 

Offshore financiers insist 
that they do not encouragetax 
evasion, add that they offer 
valuable services to mainland 
cheats. 

For example, they argue that 
the European offshore cadres 
collect investment capital from 
around the glohe and channel 


it into Enrenp,. whereas if it 
went to the^ Caribbean it would 
probably be invested to file BSl 
But if tax evasion is not 
widespread, an d is not fo tact 
ah important cxnipnendal prop 
for offshore centres,, why is 
secrecy given , such a high , 


FdRTHCOMtNQ fvT SURVEYS-^ ' ' 

European Finance and Investment 

THIS SURVEY Is the second in a new series on European 
Finance and Investment The first - on Ireland - appeared on 
February 19, 1990. Future surveys will include: ' 

□ NORDIC COUNTRIES - to be i wfoPmh ed on April 26. . 

□ PORTUGAL - to be putMshed on April 27. 

□ SPAM - to be p ubl i s h ed In May. - - 

□ THE NETHERLANDS - bi June. 

□ WEST GERMANY - In June. 

□ EUROPE: 1992 AND BEYOND - also In Juno. 

□ UK - In September. 

□ FRANCE - hi October. 

□ ITALY - In November. 

□ TURKEY - also In November. 

□ SWITZERLAND - In December. 

□ Advgrtismont Inquiries for the abase surveys can be obtained 
from Henry KrzymusJd:'The Financial Times. Humber One. South- 
work Bridge. London. SE1 9HL. Telephone: 01JB7. 3J3899. . 


ADVISER 


Offshore Adviser, published monthly by the 
Financial Times has rapidly become the lead- 
ing journal of its kind, circulating to 10,000 
financial advisers and other professionals 
worldwide. It provides readers with accurate 
and in-depth reporting on all the major finan- 
cial centres, new products, current trends* 
and the rapidly increasing marketing oppor- 
tunities within Europe. 

If you are involved in giving professional 
financial advice and you would like toieceive 
Offshore Adviser FREE every month*, all 
we require is a letter on company beaded 
notepaper addressed to: 

The Circulation Manager 
Offshore Adviser 
Boundary House . 

91 Charterhouse Street 
London 
ECIM6HR 


* Please note, The Financial Services Act 
prohibi ts the distribution of Offshore Adviser 
within the UK to members of the public or 
professionals unauthorised by a Self Regula- 
tory Organisation. 


filQRALTAB'S- chief minister, 
Ifr go? Bos^apo has bean an 
mihmifostlc promoter pf the 
jtgck's development as a flnaifr 
£ial centre since Ms election in 
196V. Hie. is also proud of his 
lamtatioii fbr fast actkm and 


> tjbt. lung after he came to 
newer, executives from Credit 
$uisse p<dnted out to hhn that 
Gibraltar vju not being 
as n' launch" pod. for fatwniL 
tiPQal bond Issue s becapse of 
its nncompot|tive stamp duly 
reguatigi^. bfr Bossano had 

the ~ law ' fthang wl ft* mi do ft 
mnrtfVj ' 

t fin a nc ia l appetite 

has not gene imnoticea m the 
qahddn wortd, but the head- 
line? hare not ahrays been flat- 
tering. In the early smnmer of 
1988, just as Gibraltar was 
recovering from the shock of 
three IRA saspects being gun 
Bed down an its streets, the 
Barlow Clowes fiasco became 


m ■ ■ jr ■ | ■ ■ whole hog, and apj 

Opportunity for Gibraltar 

- ■ ■ m ■ lndustrv without re 


pubHp and threatened to engulf 
Gibraltar in hostile publicity. 

One of Peter Clowes’ compa- 
nies had used the Rook as a 
base to extract money, mainly 

faiwn mHro d RrTHah expatriates 

firing on the Costa del SoL 

The Barlow Clowes debade 
revised memories of a scandal 
earlier in the 1980s when Gib- 
raltar played host to a snpr 
posed insurance company 
wmch ran a large-scale scam 
bared an the pedaling af worth- 
less Yfehnar Republic bonds. 

~ <5nie is ndtlfiaiikiBd for moi- 
tioning either of these mtafon 
tones In GUnaRar noyradays. 
The prevatong mood remains 
one of seezningly genuine 
bewilderment that Gibraltar 
should shoulder may respanst 
Witty for Bartow Clowai Ihtre- 
natitefol, cotfoted with a lack <rf 


recognition that it has a major 
tttqlr w* its baynds to win bsck 
cred ibility In' toe outside 
world. 

That mood has been 
reinforced In toe last few 
months since the UK Govern- 
ment finally decided to do the 

Ctowarlffge army^^lraaS 
investors who suffered as a 
result of the Department of 
TTOde's Jlack of vigilance. That 

lrifl TO hpR g[y t*ri f^uirj|1fe>y H ftltr 

toer opportunity to absolve 
itself from any blame for what 
happened. 

Gibraltar is perhaps on file 
point of. a sea change, rather 
man merely & face lift. New 
financial legislation was 
passed through to the House of 
Assembly last year, to regulate 

business WMHtra* arid flwflnrfal 


Indeed, some jurisdictions 
threaten thdr bankers with 
jail if tony disclose details of : 
their clients’ affolra. 

In the coining years it is 
likely that -this pUbhon Mnfr 
pill tocreastngTy be caflod- 


Here and on the next page, correspondents look at Individual 

centres outside fhe EC 

Swiss under pressure 


SHn33^&Ngjtojte«QAore 
ffnencjal pentyei- w ^celr 
fonce.- An independent, nep* 
frg f ~^ioJfticafiystahle‘cp i nmu- 
iitiy with a ’sound, ' freely 
convertible currency and a 
favourable location in tire 
heart of j^urqpe, toe Swiss 
have beat atincting and man- 
aging money for Wealthy peo- 
pie - for decades, tt not centn- 
riee.' 

Ihefr ^aid^ secrecy Is onbed- 
§ed in IgV And they re^rd tax 
evKkm oat as a crime, but as 
a qu estion ®f individual Hb- 
Wititsereegr paramount, 
ate hqs to malbe do with con- 
fotape zatoer ,feim statistics 
m mypmdng Liu* hupartance a! 

flw Sw'fe. n fftJ mrfl Tm»rfait | fop; 

all i nformed guesses put it 
niv W gfa. 

. Mdtlnuey’s consultants esti- 
mated that private ' funds 
under Swiss management 
totalled between tifrrl,S0Qbn 
and ' SFrl^Oeim CgSSObn 
-$980hn) in J966. eqn jta le nt 
to betweep a third and a half 
of the vuti ofbhore private 
banki ng market. 7 
' In conversation^ hankers 
assume that there Is now ipcne 
than flfOOOhn muter manage? 
wont in Swfizeriand, of which 
zou^ly twp-thirde fo thouitiit 
I to be JwW cat acnNipt for non- 
residents. Some 600 hanks, 
dbmretlc aqd foreign, aqd 
more^toau 4.90Q CBB H W B tas, 


down to {hose comprising one 
to v estment adviser ami a sec- 
retary, divide the bnataegs bat 
McKinsey -calculated " that 
ahout . half of the total was 
tedor the control of the Big 
Three banks, Union Bank of 
SpitzerfoMd, Swiss Bank Gag? 
panttleu and Credit Suisse, 

Soweto, the Swiss hanking 
conmnirity has been nneaslly 
aware for the last few yean 
flwt thedr long-standing 
parattve advantages to the off- 
shore.banktog game are bring 
dMd]ly pfopdnri* It lute 
become increaHh dy difficult 
to keep the Swiss offshore 
isolated from the rest 
of the world. 

De-nwutatUm has allowed 
other, financial markets to 
adopt the more liberal prao 
tiees, such as unrestricted cap- 
ital flows, which were once 
almost exclusive to Switzer- 
fond, 

Politically, the Swiss are 
under pressure to conform 
with the fiscal and tax regula- 
tions and the competition 
rales - that toe U member- 
states of the EC are gradually 
to p fooft for ftto sin- 
gle market in 1908, 

Increasing international co- 
o rtoati o p to che ric fraud to 
securities ntarkete and to com- 
bat the narcotics traffic bv 
Mocking channels, through 
which. its profits are founr 


dared, has n ecessi tate d some 
erosion of Swiss bank secrecy. 
7-Qtegr tag past two years the 
relative weakening of' the 
Swiss franc has been a disin- 
centive to foreigners looking 
for offshore placements. This 
may prove to be only a pasting 
inconvenience but, whatever 
file reason, bankers have been 
reporting a sl owd o wn in the 
growth of funds seeking a 
hnme ln S witz e rl a n d. ' 

Against these negative : 
aspects must be pot the foot , 
that Swit zer lan d Is more than 
a location for ofh h ore bank- 
ing; it Is a «i— sophisti- 
cated international financial 
centre to its own right with 
one of Santee’s biggest stock 
exchanges and a' powerful 
market for bond issues. 

B Is a major marketplace far 
foreign exchange flp«Hwg and 
trading to wredoos mtais. In 
other words, Switzerland Is 
able to offer a for broader 
range of financial services 
than most other offshore cot 
tree. Another vital asset is the 
long-established tradition of 
personalised service for 
wealthy clients, most corals- 
tentiy fUnstrated in the prac- 
tice of toe Geneva private 
h wift, which foreigners some- 
times difficulty in imitat- 
ing. 

William Dul Korea 


Isle of Man’s dilemma 


ON THE Isle of -Mar* ( thft Mai 
has Just begun if toe princi- 
pals involved in the Saying 
and Investment Bank, wMos- 
coflaptad in 1082 into SChn of 
ifepwltors’ money. It is expec- 
ted to most of fai coming 
months," providing a trickle of- 
jmhUcity thro u g h out ' 
irrespective of t& merits or 
outcome of the rase, toe trial 
iriH inevitably draw gfoe n titm 


by goyerhments to off^fiore 
centres: how to balance inves- 
tor safety with ''cditowreial. 

fage ^^^ d^ogttaktas’ aba 

last y^.theislaixJ’sFimni- 
cial' Supervfoidn CofomissLon 
got the courts to dm down 
Trafalgar. Management a 
Manx-based frost *aslmtofetra* 


dent inquir y into its affairs by . 
Mr Peter Prit^Dey. je^cd-Mar- 
wick's senior' man' on the 
island. ....... 

; Publicity was a two-edged 
weapon: fiie island proved that 
its regulatory mafdiliiery 
teeth, whflp prompting specu- 
lation outride about how and 
why the rotten apple ’wias "in 
the banid in the firtt place. 

Indeed, the jowpect of this 
happeni ng seems to "have 
caused & iSpf CK strug" 

gle at sraiorjp^tical level on 
the folgnd before the Trafolgar 


case was brought to court- 
A strong lobby, including 
some powerful native' Manx- 
men, wanted things dealt with 
informally.' A group with more 
jmmfdfoteTy ' Mf«o*cfaphT<t politi- 
cal power and led by Mr David 
Carman, fbjst) fl)p finance min; 
istav instated on' the matter 
coming to the courts so as to 
fence cfosure of the business 
and show tagt' this Regulatory 
machinery ratted. . 

- “Bnt otoer publicity then 
showed tte tyo-e d^d^ weapon 

cfo^^tt»e i r^^foar case with 
other' evenfo’ "occtnriiig about 
toe tame tfina 
Here qas an mraE^ban rum 
enbuffito he sln^ dowp by the 
authorities - sfj wa^ toe Isle of 

|p found ^ 

pf the pifoncM 

an expert ip Sad 

resigned and Ste® into, private 
prance. In ^apt, Mr Soifiy and 
Mr Cwman .waoe' qn" opposite' 
rides to toe row about bow to 
handle the Trafalgar, issue. His 
departure left* tog commission 
in the undisputed charge of Mr 
Jim Noakes, a ftgmn Hank of 

Bn riand ' nfflcfa l hr miriit tn as 

basking inspector after the 
Savings and Investmaff Bank 


crashed. Mr Nbakes is under- 
stood to have sided with Mr 
Cannan. 

' The Trafalgar affidr almost 
certainly contributed to Mr 
Canaan’s unpopularity to cer- 
tain quarters, rocking the 
island’s political bnat- He was 

Bif>pi| as faanw* nripluby in ft 

reshuffle ri fhe executive com- 
mittee, the island’s cabinet, 
last December In spite of a 
series of innovatory budgets 
which many thon^t had nfode 
his position uhassailahle. 

With the government's out- 
wardly displayed "Harmony 
restored! things' are' quieter 
now, but udiere does that leave 
the balance between investor 
protection and commercial 
freedom offshore n«> to 

develop .financial indus- 
tries? The answer' is that~Ktnce 
the Savings and Investment 
Bank collapsed, 'the Isle of Man 
has rieadlly improved its regit 
fotory machinery and the 
framework of law within which 
it operates. ' 

The changes were enough 
far the island to be the first 
offshore centre to win' desig- 
nated status under the 
Britain’s Financial Services 
Act — which iwiww't that UK 
investors had rtmilar prated 
tibn as at home. 

Ian Hamilton Fazey 


advice. Including advertising 
and oold-calling. A separate 
Financial Services Commission 
Ordinance provided for the 
appointment of a Commis- 
sioner. 

There is no reason why Gib- 
raltar should not emerge as a 
serious financial centre pro- 
vided tt can nnrture a determi- 
nation to be looked upon as 
favourably by the outside 
worid as it likes to regard itself 
from within. 

Several tag-name players are 
already situated on file Rode. 
Among its 24 banks are Lloyds, 
Nat West, Hambros and The 
Republic National Bank of 
New York.' Barclays has been 
on the Rock far more than a 
century and, in a much-her- 
alded move last year. Royal 
Bank of Scotland opened a 
branch as part of its Itaropeon 
alliance with the Spanish 
ytimm Santander. 

Among other big financial 
names with a presence in Gib- 
raltar are Norwich Union, 
Abbey National and Peat Mari 
wick. 

Ranking haft been ft big 

growth area. Deposits from all 
over the world increased by 
nearly 200 pet cent to SUbn 
be tw e en 1967 and 1969, accord- 
ing to the Gibraltar Bankers’ 
Association. There are now 700 
people employed by banks, 
compared to 300 in 1985. 

Peter Garfland 


FOR HIGHLY-TAXED and 
exchange control-ridden 
Ireland to promote an “off- 
shore" financial centre might 
seem soingthfog of a contramc- 
tibn In terinsl Indeed, the prac- 
ticality of the whole idea 
depends on the ability of the 
Irish authorities to erect a fis- 
cal ring fence around the Inter- 
national Financial Services 
Centre In Dublin. 

There is also the question of 
the willingness of the other 
member states of the European 
Community to tolerate distor- 
tion of the EC’s principles. 
While ptber countries are mov- 
ing towards a single market in 
financial services, the Irish 
Government is constructing a 
dual market, by attempting to 
separate domestic and interna- 
tional activities. 

The obvious parallel is with 
Luxembourg, and certainly 
I reland js gging after a slice of 
t)m boo mi n g Luxembourg mar- 
ket in offshore-type asset man- 
agement, banking and insur- 
ance. But whereas 
Luxembourg has gone the 
whole hog, and applies, in 
important respects, a low tax 
regime to its financial services 
Industry without regard to 
Whether business is domestic 
or international, Ireland is 
attempting to have it both 
ways. 

Albert Reynolds, Ireland’s 
Minister for Finance, enthusi- 
astically defends the Irish pol- 
icy, but insists that the ISFC 
will not be developed irrespon- 
sibly - “we don’t want to pro- 
mote it as a tax haven,” he 


Mr Reynolds explains that 
its position cm the geographical 
periphery of the European 
Community means that 

“Ireland will have a built-in 
disadvantage for some time to 
come.” It is going to need spe- 
cial privileges, he argues, and 
the tax canceigrion for the IFSC 
is one qf them- The 10 per cant 
tax rate runs until the year 
2000, and what will happen 
after that will be discussed 
with the European Commis- 
sion tfa)s summer. 

Rival offshore centres argue 
that the more successful the 
IFSC becomes, the less likely 
the Irish are’ to be granted an 
extension/Tbit could impose a 
limited time horizon an Dub- 
hn’s prospects. 

But there could be an ele- 
ment of sour grap«5 in such 
views. So for, at any rate, Dub- 
lin’s affohora venture appears 
to be going very wdL At the 
last coopt, 98 businesses had 
been granted licences to trade 
at the pew centre now being 
built on the old Custom House 


Docks Site. About half of these 
are already operating in tempo- 
rary premises elsewhere in the 
city, prior to moving into the 

centra as various phases are 
completed over the next few 

years. 

The vejy first unit, offering 

100.000 square feet out qf some 

700.000 square feet under con- 
struction, is due to be occupied 
by the Allied Irish Banks 
Group next month. AEB plans 
to have 600 people working 
there within two years, in 
activities including treasury 
Operations, international fund 
management and global cus- 
tody services. 

The centre fo being energeti- 
cally marketed around the 
fdobe by the Irish Industrial 
Development Authority, which 
is confident that anothe r 109 
firms will have been signed up 
within 18 months. Around 5,000 
jobs could be created within 
the centre by the end of 1992. 

A company tax rate of only 
10 per cent is an obvious 
attraction. There is an addi- 
tional advantage over Luxem- 
bourg in that in many cases 
there is access to Ireland’s net- 
work of double taxation trea- 
ties with major countries, so 
that overseas withholding 
tarea raw be reclaimed, gr|< i in 
some cases Irish profits can be 
repatriated without further 
tax, for instance to Germany. 

Luxembourg does not have 
such treaties, so the benefits of 
the grand duchy’s low taxes 
are only fully enjoyed on tax- 
free i wteTjinHnnai investments, 
notably Eurobonds. 

There are, however, other 
attractions at the IF^C. As a 
hasp for international financial 
operations it offers excellent 
tetoppmm uplcatious faHlitiag, 
access to Ireland’s abundant 
labour supply, and relatively 
low costs, certainly compared 
with London, Tokyo or New 
York. Moreover there is a 
promise that the Irish Qover- 
ment will move speedily to 
pass legislation to allow inter- 
national financial services 
business to develop quickly, in 
a way that bigger countries 
find difficult 

This hi g hli g hts ft Mg MUtag 

point for the centre: that far 
financial companies around 
the worid it represents ah unri- 
valled entry point to the post- 

1992 single market. Dublin- 
bared udts funds can already 
be marketed through most 
member states, depending on 
whether national legislation is 
in place, By the begtoning of 

1993 the some should' apply to 
life assurance, general insur- 
ance, banking services ami 
securities trading. 


Barry Riley 


>X< MALTA 


The Ideal Offshore Centre 
at the cross-roads of Europe, 
Africa, and the Middle East. 



■ Stability - A sovereign 
European State. A parliamentary 
democracy within the 
Commonwealth. 

■ Low or Nil income tax - 
ma-gimum 5%. No withholding, 
capital gains or other taxes. 
Favourable tax treaties. 


■ No exchange control. 

■ Strict confidentiality for Iawfol 
business. 


■ Qualified professionals fn Law, 

Accountancy, Banking and 
Insurance. 

■ A highly educated, adaptable 
and multi-lingual workforce. 

■ Substantia] investment in 
advanced tefecommunicatjons 
systems. 

■ An ideal easily accessible 
location. Direct flights to 30 major 
cities. 


In Malta you wffl be in the best of company . . . in a perfect dimate, 

For more btforrmtitm pkase contact: ■ 


MIBA 


Malta International Business Authority 

Palazzo Spinola, P.O. Box St Julians 29, Malta. 

Td: (356) 319055 Fax: (356)336851 Telex: 1692 MIBA MW 
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EUROPEAN FINANCE AND INVESTMENT 


On this page, FT correspondents highlight other individual centres outside the European Community 


Liechtenstein: the home of 


50,000 holding companies 


with a population growing at 
a rate of nearly 1,000 a year 
(totalling 82300 in USB), and 
greater political concern about 


THE PRINCIPAL ITY of 
Liechtenstein was one of the 
world’s first offshore loca- 
tions. The tiny alpine nation, 
once one of die poorest coun- 
tries in Europe, passed laws in 
the 1928s to attract “letter-tax 
companies." 

The idea caught on, particu- 
larly in the boom years, fal- 
lowing t he Se cond World War, 
and one 

of the classic tax havens. 

Although no nWrfwi figures 
are published. It Is generally 
believed that there are today, 
some 50,000 or more hnMhip 
and domiciliary ewitpawi*]; _ 
as c om pared In a co untry with 
a population of lost over 

28jno. 

These offshore firms, most 
of th em taking the legal form 
of an establishment, a founda- 
tion or a trust enterprise, pay 
minimum taxes, normally not 
rararattng SFrl.000 a year, and 
enjoy a high degree of ano- 
nymity. 

There are a total of 83 com- 
pany lawyers on the spot, 
available to carry out incorpo- 
ration, look after administra- 
tion and provide the sta t ut o r y 
local dire c to r. 

The country also benefits 
from a hard currency - the 
Swiss banc - a stable politi- 
cal environment, banking 
secrecy and a strong national 
e c on o my . There are no signs of 
any tell in foreign demand for 
Liechtenstein’s offshore ser- 
vices. 

Although the lack of a com- 
pany gazette and any statistics 
on movemen t or man- 

aged fmds makes this hard to 
quantify, thg Government In 
Vaduz has recorded a steady 
rise in corresponding fiscal 
Income over the past ten 


Panama and in the Hght as a 
result of moves in neighbour- 
ing Switzerland to dampdown 
on misuse of its hawjrtng facili- 
ties. 

At the same time, Liechten- 
stein is continuing a 
long-standing policy aimed at 
turning away undesirable 
finds. 

The Principality had been 
the subject of much negative 
publicity In a number erf inter- 
national scandals in the 1870s, 
especially notably the 1977 
GUnsso a ffai r In which over 


tor at large. As important as 
this is to the national exche- 
quer, Liechtenstei n has moved 
far from the its pover- 
ty-stricken agricultural econ- 
omy of the 1990s. 

In proportion to Us Size and 
population. It Is the most 
highly industrialis ed country 
in the world and, In terms of 
per capita —nduR doubtless 
the richest 

Now a number of farther 
steps have been taken or are 
planned. In 1982, the Liechten- 
stein banks had refused to go 


Liechtenstein Banking Com- 
mission, as the industry’s 
watchdog. There axe no inten- 
tions -to wpwni the banking 
sector, as such, by the grant- 


The Principality has only 
three banks, the state-backed 
Liechtensteinische Landes- 
hmk in fi g d ifam tdn — which 
Is controlled by a foundation 
of ***** reigning family — 
Verwaltnngs-imd Privatbank. 
Unlike many other offshore 
centres, the country has no 


The Principality benefits from a hard currency 
— the Swiss franc — a stable political 
environment, banking secrecy and a strong 
national economy, says JOHN WICKS 


It seems logical to expect 
that at least some extra funds 
will have flowed into the coun- 
try during the recent crisis In 


SFr2bn of dints* funds ftom a 
branch of Credit Suisse were 
Improperly ri«»iraiiga via the 
Liechtenstein letter-box firm, 
Tezaon Wnaiwaiirfalt- 

In the wake of this, the 
three Liechtenstein banks 
signed the Swiss Bankers* 
Association’s (SBA) good-con- 
duct code later the same year. 

In 1980, a radical r efo rm of 
company law was Introduced. 
This measure, aimed at com- 
batting abuses of the system, 
was one of the conditions for 
the subsequent si g nin g of an 
agreement with Switzerland, 
with which Liechtenstein fa! 
upheld a customs union since 

1923. 

- It Introduced Swiss mone- 
tary policy Into the Principal- 
ity and officially took Lie- 
chtenstein Into the “Swiss 
franc zone." 

Since then, Liechtenstein 
has been singularly free of 
major offshore Both 

the Government «nl Prince 
Hans Adam, who succeeded 
Us late father last year, have 
long been keen on raising 
standards in the offshore seo- 


along with a revised version of 
the Swiss “dne-care" agree- 
ment because no lonra r 
accorded the Principality’s 
lawyers and trus tees the same 
standing as their counterparts 
across the hMm- 

Last December, a new - and 
tighter - five-year code came 
into force In Liechtenstein for 
five years which, like the 
Swiss agreement, lay down 
strict rales for the identifica- 
tion of entente* funds and the 
avoidance of support for fugi- 
tive funds. 

In the legal sector, prepara- 
tions are in h»nd to draw up 
legislation against money- 
laundering nt|< ' insider-deals, 
dealing. 

This again reflects recent 
developments in Switzerl a nd. 
It Is also planned to 
Strengthen l nte r ii ntamml legal 
facilities. 

Elsewhere, the country’s 
banking act la due for a com- 
plete overhauL Moves here 
will be to extend the provision 
of the act to cover gmUank 
finance companies, and to give 
more powers to the existing 


Indeed, the three Liechten- 
stein institutes are all very 
much, integrated Into the 
Swiss system. Apart from 
being subject to Swiss mone- 
tary policy under the 1980 
treaty, they belong to the SBA. 

Also, the bulk of offshore 
funds flowing into Uechtenr 
stein, flow out again into Swit- 
zerland. 

This mw"* fha* tint priaci- 


ia faMng t raigh rtflflfglnnfl fthrmt 

the future. Its offshore finance 
industry is. limited more than 
.anything by the consequences 
of its own success. 

Increasingly, the island com- 
pares itself to Switzerland as 
an internati o n al HimwiMi cen- 
tre which, whilst being in 
Europeisoutsidelhe European 
Community. It. is happy to see 
that rival centres, such- as Lux- 
embourg and Dublin are 
trapped^ to a'greater or lesser 
extent, within the framework 
of EC legislation. . 

Potentially, Jersey has a 
great More. But there is a risk 
teat it will shoot itself in the 
foot if it carries qn burying Its 
financial industry in a frtog te 
of restrictions and red tape. . 

Already it Is .very hard for 
new financial Institutions to 
gate entry to Jersey. Just con- 


Jersey facing 
hard decisions 


today private banking predomi- 
nates. As this business has 

falrim up the "inning , deposit 

growth has accelerated, and 
total deposits grew from £31bn 
to name £40tmln 1988, about 80 
per cent of this total being 
denominated in currencies 
O ther than sterling. “ 

The door has been locked 
a gainst new banks 'for several 
years, hut toe key has not been 
thrown away. Probably a sub- 
stantial Japanese bank would 
be given* licence, on the basis 
that it would bring a new type 
of business to the island and 


British and American promot- 
ers. These are thought to be 
worth several button pounds, 
to be added to -the open-ended 


There is some concern in 
Jersey- that Japanese funds 
cannot be based in toe Maud 
(the same applies to Guernsey) 
because of a requirement of 
the Japanese Ministry of 
Finance that any overseas 
domicile must be in a member 
country of the OECD. So Lux- 
embourg has scooped this busi- 
ness In the European time 
zone, although Jersey and 


REPORT BY BARRY RILEY 


celvably, Jersey could leave 
room for rival . centres to 


broaden its geographical 


pality’s hanking system Is for 
from bring tied to the offshore 
business: the Landeabanh is 
similar in many ways to a 
Swiss Cantonal Bank, serving 
largely local needs, while the 
two others engage In a wide 
range of business both on and 
off the balance sheet. Bank in 
Liechtenstein (WTj, In particu- 
lar, has made a name for itself 
In recent years with 
mw n tffiM in night different 
countries. 

As to captive Insurance com- 
panies, Liechtenstein Is not 
one of the better-known cen- 
tres. There are a numb er of 
c aptive s there, however - or 
at least based elsewhere with a 
beneficial owner in the Princi- 
pality. Since there is no spe- 
cific law on Insurance, It is 
hard to say just how many 
captives there axe, but the spe- 
cialist captive-management 
firm, AAEP Managements of 
Vaduz, puts the total at any- 
where between 90 and M. 


room for rival . centres to 
develop and to achieve the crit- 
ical mass which might allow 
them, to overtake ft. Yet this 
threat Is not posed by its 
immediate competitors, Guern- 
sey and the Isle of Man, which 
fafp many 'of the asm** wipai'ity 
problems and political pres- 


But first, Jersey's success 
story must be emphasised. It 
has developed within 25 years, 
and especially within the past 

10, from te*tog a miwfti- ff s t u t y n 

used mainiv bv UK «rroa *T teten 
to. a widely-known focus for 
worl d wide financial business, 
especially in p r iva te hanking , 
collective fimdfl offshore 
trusts. 

The island plays host to 
lather more than 40 foraign- 
controHjed banks. At one time 
It was an im por ta nt offshore 
booking centre, for Interna- 
tional commercial loans, but 


Recently, the two biggest UK 
bonding societies, waiTfev and 
Abbey NaflonaLfoe latter now 
co n verted to a bank, have been 
allowed to buy their way Into 
the island in order to set up 
bases for collecting offshore 

^Bpfwfa 

Jersey’s collective funds 
industry is also Increasingly 
important. The Jersey Fund 
Managers' Association has 
reported that at the end of 1989 
its more thaw go member n™* 
were immaghw (AS open-ended 
public collective investment 
foods worth in a ggr eg ate some 
£7-5bn, a figure which had 
risen by 38 per cent during the 
year; partly in reflection of 

nnmniwg stock markets aitHmd 

the world. 

This does not count dosed- 
ended funds, which have been 
a buoyant sector recently, pri- 
marily through toe growth of 
country funds launched by 


Guernsey are trying to per- 
suade the Japanese that they 
have effective OECD member- 
ship through the UK. 

At least this restriction only 
applies to retail funds, so Jer- 
sey baa semi a useful growth in 
the local administration of 
funds owned by Japanese insti- 
tutions such as life companies 
and securities groups. 

Competition from Luxem- 
bourg has caused concern in 
another respect. Last year the 
European Community legisla- 
tion on so-called units (under- 
takings for collective invest- 
ment in transferable securities) 
became effective, and these 
funds can now be freely mar- 
keted in many EC member 


Host Jersey fund manage- 
ment groups have parallel 
operations in Luxembourg, and 
at one time there were fears 
that many of them might 
decamp to the Grand Duchy. In 
the event, the appeal of uetts 


QUIETER and more genteel 

than Ha p wirt ty Channel Mawd 

of Jersey, Guernsey was a little 
slower to makean impact in 
offshore fteanrful services. In 
terms of employment, its 


Cyprus has a long way to go 


finance industry is perhaps 
half as large as that of its 


THE EASTERN Mediterranean 
island of Cyprus, which 1ms a 
laid area roughly equal to that 
of Lebanon or the state of Con- 
necticut, has been one-third 
occupied by Turkish forces 
since 1974. 

ft Is hardly a good pre-condi- 
tion for President George Vas* 
siliou’s ambition to develop 
Cyprus m «n nffinhny p fl wan trial 

i-Hniiv — but the plan has not 
been without success. 

Guidelines governing the 
island’s offBhore banking sec- 
tor were formulated as for 
back as 198L 

So for, 19 foreign banks have 
been granted a bceoce to oper- 
ate as offshore banking units, 
(OBUb). They include Barclays, 
Banque National® de Paris, 
Federal Bank of the Middle 
East and Wanfley - part of 
the Hongkong and Sha n ghai 

B ank. 

An offshore banking unit, 
which is expected to operate as 
a foBy-staffed operation, rather 
than a “brass plate" facility, 
may only transact business in 
foreign currencies with non- 
residents of Cyprus, and is 
entitled to various tax, cus- 
toms and banking secrecy ben- 
efits. 


intermediaries are located in 
Cyprus, providing Investment, 
savings sod insurance advice 
to expatriates in the Middle 
East 

Cyprus still has a long way 
to go in Its drive to became a 
folly-fledged member of the off- 
shore financial mnim mHy. 

In 1988, the Nicosia-based 
accountancy firm of Cbopera A 
Ly brand, Ioannou Zampdas A 
Co. put forward a comprehen- 
sive set of policy recommenda- 
tions, the most important of 
which was that a new legal 
and institutional framework 
should be set up to deal with 
all aspects of offshore business 
In a “positive and unambigu- 
ous way." 

Action on this recommenda- 
tion is still awaited although, 
according to Mr Antony HaJi- 
roussos, a resident partner of 
Coopers in Nicosia, the Cyprus 
Government has accepted his 
firm’s recommendations and 
will be implementing the neo- - 
essary legislation later this 
year. 


Big names in 
Monaco 


and. offshore trust business are 
very much part of Cyprus’ 
financial scene, but it Is per- 
haps best-known for ship regis- 
tration. In 1982, Cyprus was 
ranked number 29 cm the list of 
loading maritime nw tionfi i Now 
it claims to rank seventh, with 
around two thousand ships 
totalling l8J5m gross tons. 

Several firms of financial 


THERE is no shortage of 
heavyweight financial names 
represented in Monaco. 

Among the 40-plus banks are 
American Express. Hhnm» . Citi- 
bank, Credit Suisse, Grindlays 
and Nat West. They all rub 
shoulders with each other In 
and around Monte-Carlo's bou- 
levard des Monlins. Mostly 
they offer discreet private 


banking services for Gucci- 
heeled lotus eaters on file Cote 
d’Azur. 

Mr Martin Peake, manager of 
p ri v ate cHante at Lloyds Bank 
International in Monte- Carlo, 
provides asset management for 
“up-market retail clients” with 
a minimum of £50,000 to Invest, 
although tills figure is Hhriy to 
rise in the near future. 

Lloyds cancenfrates fts clL 
ent activities on foreigners in 
Monaco or ncn-refljdents, usu- 
ally from outside France. 

The London-based accoun- 
tancy firm of Moores Rowland, 
which iteetf has an in 
Monaco, suggests the principal- 
ity is trying to balance its 
image as a pl ay ground far the 
rich by promoting itself more 
strongly as a serious offshore 
ffmmriyi centre, 

Leslie livens, Moores Row- 
land's international tax part- 
ner, points out that whilst 
thereto no personal Income tax 
in Monaco (except for French 
nationals in certain dreuxn- 
stancesX an the face of it cor- 
porations established in Mon- 
aco are taxed at a rate of 35 per 
cent. However, the taxable 
base to which the 35 per cent 
rate ap plies ce* 1 be signif- 
icantly reduced through nego- 
tiation with the tax authori- 
ties. There are no withholding 
in Monwop- 

There are three other areas 
In which Monaco may have 
something to offer as an 'off- 
shore' fiTwmirtol 

□ The first is mutual funds. 
Legislation introduced in 1988 
means that neither the Mone- 
gasque fund, nor its inv e stor s. 


are subject to any tax in Mon- 
aco on income or gains. 

There are no exchange con- 
trol limits. 

□ Secondly, Monaco is a pop- 
ular centre for <iUwmHhmTt 
operating companies to set up 
a co-ordination centre or 

"bureau ml ml n li dni» f. ,t 

□ Finally, according to Mr 
livens, Monaco can be an ideal 
location for the locally taxfree 
ad mini stration of personal or 
dosatyhdd investment trusts. 


All quiet In 
Andorra 


THE PRINCIPALITY of 
Andorra, tucked away in the 
eastern Pyrneea on the 
French- Spanish border, 
achieved fleeting notoriety 
among the financial comma-. 
atty 18 months ago, when it 
was used briefly by Medatian- 
tic Trust, an itinerant share- 
pushing outfit. 

Excitement over, Andorra 
went back to sleep again - or 
so it would appear, judging by 
the dearth of knowledge on 
this landlocked 'offshore 1 cen- 
tre -“An - who?" asked one 


half as large as that of its 
neighbour. But ft feces much 
the same problems of short- 
ages of resources. 

Like Jersey, therefore, it has 
to make some fundamental 
decisions about the degree of 
growth it will accept. This 
comes at a time when pros- 
pects appear very bright, with 
a new and expanded role open- 
ing up for Guernsey as an off- 
shore Europe centre to 
enhance its previous orienta- 
tion as a centre focused mainly, 
on UK ex patriate s. 

A year ago there was consid- 
erable uncertainty in both- Jer- 
sey and Guernsey about the 
impact of the European Com- 
munity’s single market in 
financial services after 1969. 
Three were worries that the 
Channel Islands could suffer 
from the emergence of a For- 


Expansion in 
Guernsey 


tape re tax burdens. Action has 
a l ready been token to improve 
the regulatory structure. A 
separate Financial Services 
Commission h»« been estab- 
lished under John Roper, a for- 
mer Bank of Bn gtond hanking 
supervisor. ~ ■ 

Three remain two key prob- 
lems. One to that an island 
such as Guernsey cannot 
afford to be seen as a tax eva- 
sion centre, still less a ce n tre 
for mnway-lamidaritig , Or ft 
may face a backlash. Secondly, 


Bank deposit* surged 
from £10.2bn to £13bn 
; during 1989 


trdss Europe concept, espe- 
cially in relation to onshore 
ce n tres within the EC, such as 
Luxembourg, Dublin and Gib-; 
rettar. 

But now there to growing 
confidence that the Islands’ 
position under Protocol 3 to 
the UK’s 1971 Treaty of Acces- 
sion is' hi ghly favourable. 
Although they are within the 
EC’s physical goods trade 
boundaries, in-terms of the 
common external tariff; they 
are not bound by most most 
directives. 

So long as the Channel 
Islands can maintain a clean 
and respectable image, three- 
fora, they could be ideally 
placed to prosper just offshore 
from die vast EC market place, 
ttiihwr collecting an d Channel- 
lin g jirtwi rmtlniM il toriiwai fate 

tiie EG on a tax-free basis, re 
acting as a convenient offshore 
location for EC customers 
wishing to escape onshore red 


No such bewilderment from 
Eric Toraaett cf Touche Ross, 
the accountancy firm. He knew 
sufficient about Andorra to say 
ft bad no financial infrastruc- 
ture, no advantages in relation 
to other offshore centres, and 
Us firm doesn’t use it stall for 
international transactions. 


Gartud 


decisions have to be taken 
about the volume and nature 
of the business that can be 
profitably handled on the basis 
of limited resources. •• • 

- Recently, Guernsey’s finan- 
cial sector has been growing 
quite strongly. The island now 
has 60 registered banks, with 
seven mare in the pfoefine far 
tin next few weeks, including' 
Banco Santander cf Spain and 
Rank Hn fmam i of Switzerland. 

• Bank deposits surged from 
£UL2bn to- £L8bn during 1989. 
This expansion reflects the cur- 
rent strength of the private 
banking sector in at t r act in g 
business. It is also -a conse- 
quence of the high level of ster- 
ling Interest rates, which has 
boosted tins appeal of offshore 
deposit accounts. 

As for langsr-term funds, 
Guernsey 'Is in the process of 
preparing statistics for coUeo- 
tive investment schemes which 
have been authorised under its 
new regulatory procedures, set 
up in the wake of the imple- 


mentation of the UK's Finan- 
cial Services Act At the end of 
December, 193 open-ended 
schemes had been authorised, 
worth £2£bn in aggregate. Of 
this total, 42 had the more 
demanding 'A* classification 
and 81 were *B* schemes. 

The main advantage of the 
‘A’ funds Is that subject to the 
ap proval of the Securities and 
Investments Board in London 
, they qu aftfr .for marketing on . 
the UK TTisriniawt under &ot> 

fast 84 fiaveT 

gained SIB recognition so for. 

This Is by no means the foil 
extant cf Guernsey’s fend man- 
agement industry. - Another 77 
Guernsey open-ended schemes 
have still to be recognised, 
though not all are expected to 
survfve the necessary restruct- 
uring, and some may be tiqnL- 
dated or move to another dand* 
die. fo addition, there is an 
important business in ninning 
dosed-ended fends. 

Elsewhere, the island also 
boasts a sophisticated otf&faore 

m«iHinw» industry, end r-Jahnii 

to be the leading .European 
centra for captive insurance 
co mpan ies, ft attr acted a net 18 
new captives last year, and 
with another 4 recruited so far 
in 1990 the total is now almost 
180. Gross premium volume is 
well over $lbn a year. 

Finally, there to the buoyant 
business in offshore trusts. 
This is the least regulated and 
least documented ares, and 
one which could prove sensi- 
tive far Guernsey if it should 
come und e r increasing pres- 
sore from the EC to co-operate 
in stamping out illegitimate 
off shore acti va tes- But a range 
of d i ffere n t ope r at or s make a 
good firing out of manag ing 


OFFSHORE WORLDWIDE 
MANAGED THROUGH 
UECHTENSTEIN 


Malta seeks wider role 
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MALTA’S attempt to cash in 
(Hi the boom in offshore cen- 
tres can be traced back to a 

tTumg o Of gH MBHiwumt hi May 

1987. At that time, the Nation- 
alist Government of Dr Eddie 
Fenech AdamI took over the 
reins of power held for the pre- 
vious 16 years by Mr Dom Bfin- 
toff - who was prime minister 
between 1971 and 1984 — and 
the Labour Party. 

The change was rigitiftamt 
The Mhrtoff years were charac- 
terised by a realignment of 
Malta’s relations with the out- 
side worid and an often atea- 
rive approach towa rds Bfttatn, 
which ruled the colony bswhi 
its in depend e nce in 1964. 

From an j iwmo mte penpeo - 
tins, Mntoff was mors inter- 
ested in industrial develop- 
ment. In ftumrial wu a ti ara, Kh 
administrati on is remembered 
mainly for <ntmi f iiff l wg mwi . 
i4mit ship ping ipgifr.iiinn and _ 

IkCTtfdng a subsidiary of toe 
Italian Bancarto San Panto <u 
Torino. In the words of one 
local observer, financial devel- 
opment was “not . taken 
boldly." 

Dr Fenech Adami came into 
office yith a mandate create 
a more open economy. Chase 
Manhattan was selected out of 
17 ap pHcflTrta to PHriertnteft a 
study, following an interna- 
tional call for tenders. The out- 
come was an offshore financial 
centre which targets banks. 


i ns u r a nce companies, shipown- 
ers, trusts and trading compa- 
nies as suitable partnersfor 
the island’s new role. 

Supervision of all these 
activities comes under the 
umbrella body known as toe 
Malta international Business 
Authority (MIBA) which was 
set up in June last year fol- 
lowing the Malta International 
Business Activities Act, 1988. 

A distinctive- feature of 
MmA to ita International Advi- 
sory Committee, made up at 
senior business executives 
from, among others, Dalwa 
Europe Bank, toe New York. 
Stock Exchange and .toe Arab 

Bank i n g Corporation. Accord- 
ing to miba itself, the commit*, 
toe sfvra ft added credflriUto on 
the world stags. 

Companies approved by 
UBAhavetomakdainaphya- 
Scal and functional presence in 
Malta, in exchange to t which , 
they pay five per cent income 
tax too income tax for non-' 
trading companies such as per- 
sonal holding companies). 
There are no withholding or 
capital taxes and there is . 
exemption from Malta’s espe- 
cially tough exchange controls, 
and stomp and. customs duties. 
Banks and insurance compa- 
nfes of International repute are 
exempt from certafa'paxwrtgtais 
of local banking and insurance - 
tews. 

Malta boasts a nraiti-lingual 


workforce, excellent climate, 
good communications, low 
crime rate and a European 
lifestyle at a reasonable cost 

Offshore companies bare a 
legal right to recruit expatriate 
employees who nay a maxi- 
mum 30 per cent mcome tax. 

There is a 'strict distinction 
between onshore and offshore 
activities which, according to 
the a u th o ritie s, wfll be efimi- 
lilted "as soun as toe right 

aodal and acfMwnte iMniHHmia 
prevan." What this means in 
practical toms to that Malta’s 
reg is tered offshore companies, 
are legally segregated and 
mist deal only with each other 
and with nan-residents. 

Malta may be the newest 
fledgling offshore financial 
centre, but Mr James Boneflo 
of MIBA is anxious that Malta 
is. not seen as ."a desert island 
that has tost, s torie d Offshore 
business out of toe Hhe." He: 
claims Malta can offer ah. 
abundance of professional .- 
skil ls, n ot least from among *■ 
thethree thousand people'ciir- 
rentiy working in Malta’s', 
onshore banking sector - “the 
skills are already here,” he 
says, adding toe hope that 
Malta will develop alio as a 
captive insurance centra. - 

Tlie reality is that 10 months 
after MIBA was set up, there 
are just to offshore companies, 
toltt equally betwem - trading 
and non-fipUUhg ones. Chase 


Manhat t an is in the process of 
setting up in Malta and, says 
Mr Banello, *we are dealing 
with a number of enquiries.” 

Internationally, Malta’s 
long-term is fen member- 
ship of the European Commu- 
nity but, fffa* Lnxsmbburg and 
Madeira, without nBnq p Miing 
its offshore amhitinna . 


-Peter Garlland 


has waned a tttt le. and onfr 

one or two unit trust 8*0*9® 

have transferred wmptetely. 

Most appear to worth- 

while to set up Jersey dtetribi* 
tors to market Luxembourg 
ftmds outside the EC- 
Meanwhile, Jersey fund 


in tapping new sources of 
investment d emand . Ta iwan 
has been a particularly aettre 

focus for the marketing or 
ftmds recently, andflxmfswfr 
as Fidelity ami MIM Britannia 
have made big sales there. 
Seven of the eight new fends 

non ne ed last December were 
targeted at Taiwanese inves- 
tors. 

Besides the business in 
established funds, onshore 
investment interest in 
Is also reflected in the high 
level of activity In private 
trusts and investment compa- 
nies. For instance, around L500 
p riva te i nve stment com p anies 
are formed each year, mostly 
for people resident outside the 
UK or Jersey. 

Fund managers are also 
hopefol that a new type cf off- 
shore personal pension plan 
made possible by recent 
changes in Jersey legislation 
wifi, also prove a popular prod- 
uct amongst expatriates 
around the world. 

So business prospects are 
■p titTW , but the p roblem i s to 
see how Jersey can provide the 
human resources need to cope 
with rapid growth. Some 10,000 
people are estimated to be 
employed in the island’s 
Bmmen industry, and the fig- 
ure has been growing at about 
400 a year, alth ough t his 
growth is to be curbed in 
fixture. This Job-management is 

the^ Control of Underta kin gs 
Law; which enables Jersey’s 
bureaucrats to monitor and 
control tbs numbers employed 
by any firm which wants to 

orparxt 


trusts, and they are likely to 
resist a ttemp ts by the authori- 
ties to interfere. Guernsey’s 
famw industry employs 4^00 
people, about a seventh of the 
totri workforce. But pay in the 
flnanrial sector is higher than 
elsewhere, and in conditions of 
over-full employment there is 
Increasing resentment of the 
ability of ft™*"*** 1 co mp a n ie s 
to poach workers. A net 150 
extra jobs are being created in 
fteatira year. 

There are also local worries 
about the numbers of ddfied 
people who are brought in 
from outside to ran the' 
increasingly sophisticated 
finance businesses. Cheap 

•Inara tO font Staff UB ftlsO 
hinrriwti for jmUig up house 
prices.. HbwsfimV'the -finance 
industry has' «dso created great 
prosperity, and is responsible 
for more than haft Guern s e y ’s 
business proffte - 

Ways are being sought to 
squeeze a quart into a pint pot. 
For instance, there is a current 
wave of interest In so-called 
“managed banks,* following a 
concept which Guernsey has 
been promoting for several 
years but which is only now 
becoming popular. 


Barry RHuy 
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A weird route to love 
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‘W’^JP Ezystef Kieslowski's 

JEf A Short FS>» About 

#% " Los* gives a whole 
JL JL. new meaning to the 
phrase “neighbourhood 
watch. " Feering through his 
telescope or binoculars at (he 
sexygoingfron in a flat in a 
nearby apartment block, the 
18-year-oM hrao of (Us riveting 
film is the P oo p i n g Tom in all 
of us. Or Peeping Tttmek In 
this instance, vox the film is 
Polish and hn« been {docked 
and expanded to length 

bom &e same Tv-bom film 
series (based csi the tan com- 
mandmeafe) that gave us Eiee; 
krwski’s hriHiant A Short gOm 
About ESBmg. 

Once as&tn the director uses 
hk camera Him a “ylpot, sQo- 
ing through tlxe. emotional 
tanmmfe of a story. Whfia the 
earlier flfai searched for the 
psychosocial roots of hatred, 
m a tale of state murder and 
private : murder, this Elm 
searches for the roots of love. 
Surely, we ask, it cannot grow 
from the sickly interest a 
young voyeur (Olaf Lubaaz- 
enko) takes in the thirtyish 
beauty (Grazyna Szapafewaka) 
whose uncurtained windows 
reveal louche antics with boy- 
friends OT flftHHng g T iwipwatt of 
lonely joy and despair? 

Tea: love can grow from 
that, suggests Kieslowski. If 
two people are d es t ined to con- 
verge, never mind the weird 
routes by which they do so. 
Just as the boy Tamek Is a 
pintsize urban Odysseus, his 
wistful wanderlust evident in 
the maps and globes strewing 
his bedroom, so the woman 
Magda is a Penelope besieged 
by suitors and weaving away 
(with mock-Homeric reso- 
nance) at a rug or tapestry in 
her spare iwmwwtB ■ - 

When the two are thrown 
together by fids and the boy's 
persistence - to reach her 
front door he adds an early 
morning mfflr rw tmri to Ms day 

job as a post-office dark - the 
woman is pi«p w d rather than 
outraged by his voyeur confes- 
sions. Soon she is po in ti ng her 
own psychic telescope into his 
soul, with initially devastating 
consequences. . 

Kieslowski takes and devel- 
ops an inspired idea. Tbe sur- 
veillance anxiety that rinks 
deep into any - totalitarian 
country’s spirit (this movie - 
was wraiitj before flw fintfprn 
Bloc’s recant “one bound and 


A SHORT FILM ABOUT 
LOVE ' 

. KraystofKkriowski : ; 

DUST IN THE WIND . 
Hon BMM» ' ■ - 


GEORGETTE MEUN3ER 
Tania Sfax&tta «ad Cyrffle 
Rey-Coqnais 

THE CITADEL 

Mohamed Chbofth 


they were free* scenario) is 
tra n sm u ted- into -a love story. 
“Spying" and covert intrusion 
become the vocabulary of 
r oman ce. The fihn-is Hke Bear 

Window re-written by Katka. lt 
begtaswith malignant comadyr 
Tcrmek disrupting Magda's love 
trysts with devices 4fta a hoax 
summons to the gas board (the 
gas man blunder bo and ensure 
a major case of coitus tatttrrup- 
tus). Then the. movie. grows 
into a tragedy-romance In 
which the New Age Borneo and 
Juliet are a pair <rf mismatched 
innocents, fl ghtfag towards 
each other mr *m .a llwilBPft np 
of soiled morality airi stark 
urban geometry. - . 

In & Mendtese *wl fid^sten* • 
lug world, the fflm tells us, we 
nmst not look for Tnvp hi moon- 
lit gardens ox under fiattemate 
baTccmbw. It can be baam out of 
turn* nr wl ghtnmwt , wntiwf y nflt 

or shyness or ndsmxderstahd- 
ing. A Short Fihtt About Love is 
a malar film about hfe, love 
and tha problems of Ovhttina. 
world that has becmne a maia. 

. - • ... 

What was than last a week 
with no -British or "American 
feature films? But be. not 
alarmed. Since we axe aU.dOr 
sens of the worid, you will find 
it no hardwh^i to rit through 
movies from Switzer- 

land and Algeria. Or to take in 
a Britishdirected documentary 
about a German fttm-maker. 
This last is Paul Joyce’s splen- 
did portrait of W3m Wenders, 
Motion And Emotion. Harry 
Dean Stantoov Sam Friler, Ikjr 
Gooder, Peter Prik. and -Wen-, 
data htnjaetf are among those 
picking out the bones - sud 
the lummcms finUKQ -* .from 
movies ift« Wings Of Dub ik 
Paris. Texas and Ka&s Of The 
Rood. ■ 

After 2% hours of-Hriu 


BriaorBrien’s A City Of Sad- 
■ ness . last- week, - we are all 
equipped to sit throngh 100 
umrotefl of Us earlier Dust bt 
The Wind, (made in 1986 
betwerti Tht Tima To Idas And 
■The Time To JHeand Daughter 
Of The A Taiwanese boy 
and gfd leave their home vfi- 
Igge. to lira in the big city. 
They seek wok, independence 
-and' the fintsbfeg touches to 
tiudr; romance. But the city 
picks their lives and dreams 

■ apart, and the last, truly finish- 
ing touch is supplied by the 

' bog’s ar my , call-up to remotest 

Qoaoy. ... 

- On a second viewing of this 
film, Impatience at its gloomy 
tate; changes- to wonder at the 
extent tq which Hou Hsiao- 
Briaa i toansg ie to make. that 
ribom mtrioomy. As ht A Ctty 
uf iladness, the camera is awe- 
somely; immobile, (ft moved 
three mhea bv mv count.) But 
fiie leBSifae m hetter-skehet* 
abbot, the move you notice 
- that each fratoe is filled with a 
-wealth ■ of Ufa. The piquant 
dhaoa in the studio/home of a 
. friend, paints poster^ the 
open-air movie screen strng- 

gnng mpriwwfc wind ill 

vQlagtk. And only Hon could 
find, .so, ranch understated 
human comedy in the old 

ywlfaihiff , . grnmhUng W« 

ktarans about “MSG” (Manoso- 

■ i^tmn fl l i ilai MHht) ' nr hIh hbIi w 

■ fl pwiyj i c k v T g WJh’i wyfaj fi 
■afaag a mountain path, as he 
escorts htsarmydrafted grand- 
«m to th e vfllagB ata tkai. 

. The Swiss Georgette Marnier, 
-.directed by Tania fitocklin and 
Cycffle jteyOaqpala, Js.^afQm 
which defies categories. 1 * Non- 
sense. I have a category for ih 
kuto-destruct FassSinderism. 
Theme are k few mbmeats of 
surreal inspiration: the mur- 
deress imriM titrating away 
amid graTifcoTwrtnfrnlaw tut 
tubes, or. hear chemist friend’s 
stick insects crawling over the 
fiame as if let loose m the pro- 
jection . vooul But mosfiy we 
bump along frbm tableau- to 
tableau ha a stiffly-written 
Mack comedy that tries to be 
postmodernist but. succeeds 
only in being wearisomely 



English National Ballet gala 


rska find Olaf Labaasraiko in 
Film About Love* 


.Beter ' to " taste toe unlsav- 
ened earnestness, flecked with 
wit* ot Algeria's The Citadel 
An old wool merchant wrote a 
feurth wife, on toe reasonable 
grounds that three are not 
enough. The Ay and landscape 


promptly, but quietly, explode 
with problems- Mohamed 
Cho nikh directs with solemn 
humour and an eye for the 
visual rhymes that, in a landed 
mirage, man makes with 
nature. 

. .- * . 

In the awwnel aU-comers back- 
patting competition, just ended, 
Amarirn rod hsve ****** 

bottling it out as is their wont 
each March. March, you recall. 
Is the mouth of the mentally 
deturbed hare and the assassi- 
nated Roman emperor. The 
BAFTA and: Oscar ceremonies 
seem an appropriate celebra- 
tion of both these events. In 
addition' to having strange, 
twitching creatures making 
speeches to assembled gather- 
tegs, these ceremonies, honour 
a series of seigneurial old gjon- 
tieman.whom they atte m pt to 
praise shortly before burying- 
Long may Akira Kurosawa, 
Lewis Gilbert and their Hh> 
stay tmbnried: they deserve 
every Jtf**A»A+ mm 
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Jack Shepherd 


OUTO THMW -^ 7 - 

Rum file cradle of bur dvlBsaifon to 
the doseen of fife South Bank’s card- 
board city la a journey that accupfes 
the two hours’ 'traffic on the Qlmer 
stage. The satyrs of Sophodfs* come- 
dies are still here, but disinherited, 
their tails cropped, their hoftvea dtoped, 
their detached phbfluses pemdng.pinkly 
from. plastic carrier Tfifiv irt the 

louts and gnffltlsts and vandals, con- 
temptuous of their hatf-peafteived lost 
homage. They are the rubbish of soci- 
ety; but front its rubfadsh tbe truest 
judgements of a society ofth.be drftwtu 
Just sis compost ensures life, so rubbish 

pp0SC9TVfiS« 

Nowhere more so than la OxyrLyn- 
dma, a hundred "rfW south of Cairo. 
Here in 1897 two typical late Victorian 
scholars discovered a treasure trove of 
papyrus from Hellenic Egypt Tony Har- 
rison's reworking (and then some) of 
SophodesV satyr play, toe Jdmeutai 
(“Trackers”), starts luxe. Grenfell (Jack 
Shepherd, at Ms most delicately feath- 

prtig ht in Tm'hfn pyT mhriliirlhiemi) flriww 

for some great literary discovery, but 
the crate marked ‘‘petitions’ 7 fills 
merely with unearthed appeals from 
the frightened, the threatened and the 
poor of two thousand years before. 

Historically Grenfell contributed 
instinct, intuition, visions, with the 
occasional nervous breakdown an inevi- 


♦ni ito i wwimihnif Here toe cautious 
-Amt wotries about Us sanity; and vrito 
reason, fox Grenfell is possessed by 

ApollO, W > i praB fli yp ip H m i lwi hy fT TUtn - 

mfegandan echobig murunzt. Mr Shap- 
herd switches frmnhareased servant to 
.htiflySng god in quick fire dialogue as 
his split persona pursues itself round 
the stage, ' 

So for the author's pro du ct i on baa 
been evocative: on the brink at some- 
thing momentous, aided by Stephen 
Edwards’ percussive music with its 
short choral phrases and Urgent solo 
syllables as sharp as mosaic fragments. 
The rhymed couplets have the buoy* 
rocy and effortlessness off Harrison at 
his best With the reemergmice of Hnnt 
from tha scholars' tent, now in 

an oxsngB«lay coloured body-stocking 
rod sporting a t flfl »«h a dang lin g near 
-knee-length appendage of the sort found 
to specialist shops in Soho, we plunge 
into a Muff Yorkshire update of The 
Trackers; and Barry Rutter, whose 
touch with the verse has been plodding . 
and wooden, crimes to life as he coaches 
the audience in the projected- Greek 
text, as in a p wntnmh na song. 

A number of pleasures remain, nota- 
bly the bursting open of nine crates to 
reveal the chorus of fine — er - 
upstanding young satyrs who break 
into an irresistible clog dance. This is 


Hritedc fiuCe creased With the dog- 
gies; and Inevitably Brian. Glover u 
there somewhere, a huge bald baby 
Hermes in a p ap yr us nappy who has 
made the first ten thro, tortoise-shell 
and the guts and horns of Apollo's sto- 
len cattle. After an hour the novelty of 
Yorkshire banter wears thin. One won- 
ders where the play is gnteg - 

R turns to politics, m the broadest 
te nse ; rod -the bitterness of the hftlf- 
brute Marsyas, ^flayed by Apollo for dar- 
ing to play the flute - hence cultural 
fittsm, repeating the pattern of social 
and political divisiveness until the 
homeless, the petitioners, the threat- 
ened are to be found outride Apollonian 
temples everywhere. Cue fra 1 projections 
of opera houses throughout the worid, 
even the Boyd -National Theatre. The 
saty rs are rewarded with ghettohlast- 
ers; the papyrus backdrop - to which 
they owe their existence becomes a 
tramp’s cover against the cold. 

The ideas are wrenched together dar- 
ingly but not always successfully. The 
one-act play could be cut, the thematic 
gearchanges smoother; and the symbol- 
ism is aomatlmes as clumping as the 
dancing. A ifiroahln piece; but as frag- 
mentary and as yet incomplete as the 
Sophodean original. 


Martin Hoyle 
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ARTS GUIDfi 


EXHIBITIONS 

London : 

The Tate GsDanr. Joseph Wright 
of Derby - a ftm, study <rf the 
work of one of England’s most 
iHi it lftri lw palwtorf rf tha TRHi 

center^ Defer^ April 22. 
except Bank Hofideys. 

The Bertecen. Scottish Art Since 
1800. DeBy until April ]& 

and due to go on to H^sriem, 
of the wnck at one at the greatest 
pafoten of the lTtii crotmy 

Dutch afjhnrf Until April & 


Qhont 


FUffFiwWf BrrT i>i ffft | . ,, i <<IITI ^ a 
European Context (1900-1930) with 
works by De Smat, Ernst, Per- 
meke,: Van denlteghe rod Zftdr 
kfne. Oosed Monday, ends 
June 10. 


Palscio Bgtf quH MnHng 

Danish festival brings together 
sixty 17th century weeks belong- 
ing to Spain and Italy. Velazquex 
Murillo. Rubens, Van Dyck. Clan 
dto Coello, Testa, Cavaluno are 
but some of the great artists 
whose works can be admired. . 
.Ends Match 3D. 


flrmR SnHmim Lfl Mag ni. 

flquo. Closed Tua, Wed fade dos- 
ing: ends Hay lAOsm&sW. 
MmBa dthsay. TbeF£SroMBted 
Body. Ends Jtme 8, ciond Mod, 
entrance Qnai Anrtou nance 
(4O0C814). 

Mnade ChreunaleL Antique 
bronass. Gtossd Mon, coda July 
1 (42722118). 


"Vimtnlriq ir Mowm TOOk- SdnDB 

Kuntan. Belgian Printers of 
Country Life. Closed Monday, 
ends April 2Z. 

Pro vin c ia l Museum Voor Fbto- 
gta ph le.Woria of flm British 
19th century photograph® TOI- 
ham Henry Fax TafixYt. dtieed 
Monday ends April 1. 

Vonfeo 


Palanocrem L 
R e tro sp e c tive, t 


wben you are traveling oo sebeduica togas trom . . 

. . .AMSTERDAM 

with Eagle Air 

. . .COPENHAGEN AND FRANKFURT 

with Iceland Air ^ 

FINANCIAL TIMES I 


of theFiaandal Times 
htsfrom. . . 


Archives Gtotolo da Baysmasb 

ftranH SaViln^- iwmwiBW w a ri M 

Belgium's short-lived declaration 

of l ndependmca frean the Ans- 

tzian Enqdre and the Bobseqnent 
power strngrie between France 
and Austriafer cooirol of Bfe- 
gtem. Drily, dosed Sunday, ends 
81 March. 

IhStaftnwall'iitttVBte 
toire. The &dgma of toe Raster 

Maiufc fa pwHidlj- 


y Warhol 
May 27. 


VUlaMfdlH Sftff pertaatts from 
the DIBri — from Aodzee del 
Sartoto GbagriL Thirty works 
from the coflnctloo shnied by 


the 17th ce ntu r y, nhriHt^ 
changes in style «hd taste over 
S00 yearn. Dhtil April 1& 

Madrid 

Ftnwlarina Cafe de Paataag. 
&™»ptual art a perspective. 
Overall view of tots xdntimKy 
unkuawn utevemrot vtofeh is 
uewfatoMessconttoqanymmrMF 
ing contmnporary mt production. 

Rods April 29. 


Xw mHmUw, V inimiia. 

ter Strasse 42: Lasar Segall 
(1891-1957) around 358 pain t in gs, 
drawings, sculptures and graphr 
ics erf the Braxman painter, bom 
in Wftma. are to be ftXhlMted 
untQ April 20. . 

Mainz 

TjmilwimnMiinii- ligH! Chagall 

(1888-1986). Around 106CfS . 

works, not shown in public 

before, axe only to be aero in 

M«hw tmtfl Apr il 22. 

Vienna 

KunstsfruUm- Works by the 
Romantics, ranging from Caspar. 
David .Friedrich to Adolph. 
Menz&L 

M nmii ii Itaw Vril fai r lmn d ii bag ' 
a marvelloualy exotic nxhlhittfm 
called Jemen, focusing cm the 
worid around the Queen of 
Sheba. Ends June 10. 

Itow York 

New Yak Public tfbxary. More 
thro 128 doemnents of the Abril- 
tionlst Movemaat. feriiHflTTg ifeo' 
tograpbs* Isttos end rare books, 
dh^laythe spirit and drive of 
the long effort to free the slaves. 



can give, but preferably in less 
vulgar ctrcumstances than we 
give than in. 

But what sceptical soul 
could withhold a cheer for 
Daniel Day Lewis, carrying off 
two Best Actor prizes in one 
month? Bis acting in My Left 
Foot is a miracle; and it Is reas- 
suring to -know not just that 
the age efmftackn is still with 
ns but that Hollywood and 
Britain can recognise one 
wben they tee one. Congratula- 
tions too to Freddie Francis 
(Best Cinematography, Glory) 
and Anton Furst (Best Design, 
Batman). Britain can still turn 
them out. Now all that is 
requbred is that Mrs Thatcher, 
Mr Khmnrfc ot Mr Hesetttne 
(delete the inapplicable) spend 
mwng fr money lu file to 
ensure that we encourage 
these growths in our film 
industry, 

Nigel Andrews 


ALBCRT HALL 

We wore at the Royal Albert 
Hall on Tuesday night to cele- 
brate forty years of the soi-di- 
sant Engifah National Ballet, 
known for a happy thirty-eight 
of those years as Festival Bal- 
let. The company bad an Iden- 
tity from the first moments 

that llinfawa and totnw 

DoBn initiated stffi memorable 
pe rform ances in 1950 under the 
aegis of Julian Braunswqg. The 
old classics, the staples of the 
Ballets Busses repertory, great 
star dancers: these were basic 
ingredients that went to the 
establishing of a company 
Messed with a devoted audi- 
ence wharevex it played. And 
whatever the ups and downs of 
the succeeding years, the char- 
acter of the troupe remained 
secure, and as promising of 
delight to its public as its 
name. The loss of that name - 

tarewith its ov^ part'asf wife 
its mflmce - aesms to w* 
symptomatic of the crisis that 
has lately overtaken the com- 
pany. Ite nr m nunrar w^ * ygg. 
terday that Ivan Nagy is to be 
the company’s new artistic 
leader luompts the hope that 

tw« rfwtingpiiihfH dro^s 1 * an d 

director may bring about a res- 
toration of the former name 
and the much-loved identity of 
the troupe. 

The pte was, Ufa* all g»bm , 
more a matter for a laundry 
list of names than any 
ptfATiripd comment. A first 
word of praise, Owngh. must 
go to Keith Beckett (a former 
member of the company) for an 


impeccably staged evening, 
with a weft-planned sequence 
of numbers, fruitless lighting 
cues, nary a snarl-up viable to 
the rodirocs- Given the diffi- 
culties of the ban, it was a 
mafra: achievement. After the 
entry of the Shades from Bay- 
adere, various firework pas de 
deux were let oft, with the gen- 
tic glow of Carla Fracd’s Juliet 
- in Cranko’s staging that was 
made for her - touched by the 
absolute simplicity and youth- 
fulness of her reading. Grandly 
potent the way she rewarded 
Paul Chabner’s Romeo with a 

atng te nnrt n HTl ohflri-Kba War 

Juliet’s character wholly dear. 

Though one should not mates 
critical snarls on occasions 
such as this, I hereby register a 
small protest at the inclusion 
of the Bdjart Bolero, where 
non-music Is matched by non- 
dance, with Sylvie Guillem 
atop the table behaving with 

nil thft genial fawnttiarlsm yif fl 

traffic warden on point duty. 
No wonder the attendant 
cohort of men looked stunned. 

To open the second half. 
Karen Katn danced the Rose 
Adagio with four evening- 
dressed cavaliers from the for- 
mer male stars {rf thn company: 
Reid Anderson, Patrice Bart, 
Flemming Flindt and Andri 
Prokovsky. Jeanette Mulligan 
and Fernando Bujones sailed 
into the Cbrssnv duet, while 
Ekaterina Max im ova and Vla- 
dimir Vasfliev were all faaifeg 
in Vasiliev's choreography to a 
Rakhmaninov Elegy. Mtehm»i 
Clark, dressed as for a meeting 


The Max Festival 


FESTIVAL HALL 

On Tuesday, the tdggest-ever 
survey of Peter Maxwell 
Davies' music was inaugurated 
by the Royal Philharmonic, 
with Paul Daniel conducting 
the First Symphony. Later in 
the festival the RPO wilt be 
responsible for the Second and 
Third, too; but the First is the 
toughest nut, and their perfor- 
mance of it did them credit 
Though a few members of the 
audience slipped away between 
movements (but politely, not 
shouting abuse), most will 
have been impressed - and 

tenteHmil. 

What makes this * sym- 
phony" tantalising, and even 
downright deceptive, is that It 
p roceed s on tone flunfUar lev- 
els which hoce seem radically 
disjunct. One Is orchestrated 
seascape-colour, evoking slow 
waves, stiff breezes, salt spray 
and even gulls: If your ear Is 
held by that; as it might he in 
Rimsky’s Scheherazade or the 
Sea Interludes from Peter 
Grimes, you miss the musical 
argument. Another level 1 b 
suggested by the outward 
marks of a cumulative sym- 
phonic drama - expositions, 
tense “developments,” paren- 
thetical interludes, climaxes; 
and yet there aren't “themes” 
being developed dor harmonic 


temdima seeking for resolution, 
not in any familiar sense. 

The third level Is the one 
that satisfies (sophisticated) 
expe c tati ons: bold musical pat- 
terns, intricately worked - by 
1977 Davies was deeply into 
-Magic Squares - in ways that 
have very little to do with clas- 
sical or romantic symphonls- 
ing, but draw their impiwirtnm 
from the rvcftenfe&ountexpahit 
of the medieval masters. Heard 
in that way. the Symphony 
reveals its distinctive str u ct u re 
and its own kind of drama; and 
then the mock- “ symphonic " 
gestures and even the 
pictorial effects fell into place 
too. 

I suspect nonetheless that 
for many a listener those reas- 
suring props, meant to ease the 
way in, are liable instead to 
misdirect That's not a mnrirai 
fruit, hut one does have to 
learn to listen from a new 
angle; trow, in the Second and 
Third Symphonies, Davies 
planted less ambiguous sign- 
posts to the real action. Here in 
the First, Daniel did even- 
handed justice to every leveL 
The colours were astringent 
and bracing, the drama ener- 
getically prosecuted, the 
unfolding patterns at ground- 
level kept taut and lucid. The 


David Bowie 


LONDON ARENA 

Well, we asked for it David 
Bowie's last UK tour three 
years ago bad a been a disas- 
ter. The Brixton Boy hid a 
weak new album beneath cum- 
bersome pyrotechnics which 
had him sharing the stage with 
inept dancers when he was not 
mamdi ng md descending into 
the files on a fork lift truck. It 
was as exciting as watching 
dockers unload cement. 

This time he has gone spare. 
He bag confined his material to 
the old days when he had hits 
— mainly songs of the seven- 
ties - and be Is backed by a 


March 23-29 


Ends Sept 15. 

M useum of Modern Art. In Ha 
serious, thorough way the 
mnflwnn gives its version of the 
history erf photography, showing 

ctft mhIw ima g»wl<Tg«ln|rir> g ** K “h- 

nfqoes along with 275 photo- 
graphs. Ends May 29. 

Washington 

National Gallery. A joint Soviet- - 
American collaboration brings 
together Matisse’s fruitful and 
arguably pivotal work in 
Unwywi miring Wa visit to 
1 M 2 - 1 S In riudfag es painting s 
jmri 45 drawings, among them 
foe fiamous Moroccan Triptych 
from the Pushkin Museum, never 
before exhibited in America. 

Ends JtmeS. 

national Gallery. HMjHghttag 
this decade's renewed interest 
in printmaking in America, the 
100 prints comprise a special 
exhibit borrowed from the collec- 
tion of Joshua P- Smith, among 
them weeks from major contem- 
porary artists including Jasper 


of prehistoric monsters, raced 
through a whirlwind Chopin 
etude which win repay another 
viewing, and Marcia Haydee 
and Richard Cragun ware' 
impeccable in the closing scene 

from Onegin. 

Two items seemed to me of 
exceptional interest lnfia Mak- 
Tmtinn from the Kirov - rav- 
ishing In her length of line, 
still very young but already 
secure to prowess - displayed 
an authentic ballerina pres- 
ence in the Black Swan pas de 
deux with Andris Eiepa. And 
Maya Plisetskaya danced The 
Dying Swan. The record books 
wifi tell us that Mme Pliset- 
skaya Is In the autumn of her 
career. Memories recall the 
lightning-flash prowess of her 
Kitri, the pride of her Juliet, 
t bA vast tragic horizons of her 
Odette-Odlle, and the incandes- 
cent beauty of her every Intro 
□rotation. Her swan on Tues- 
day was entirely personal as a 
reading, a fight against 

anflrnaffMng i fer k n gSg which 

seems to lie near the tempera- 
mental heart of this indomita- 
ble assoluta. I found It a com- 
pelling view of one of the 
century’s great dancers. 

A final moment brought 
many of the original artists of 
Festival Ballet to be greeted by 
their public, with Dame Alicia 
Markova still radiantly their 
centre. We owe them, and 
today’s artists, and those of the 
years in between, enormous 
gratitude arw ^ affoctiwu . 

Clement Crisp 


first trombone was eloquent in 
his prominent role, and the 
strings were brave e verywh ere 
except amid the high ledger- 
lines — where in this advanced 
harmonic idiom, the honest 
sharps and flats cf tonal musk: 
tend to lose their bearings. 

This performance, excel- 
lently prepared, doubtless 
epfoyed the lion’s share of 
rehearsal-time. The brilliantly 
apt choice of Tapiola - late 
Sibelius, a Davies model - to 
begin the programme, and pre- 
pare our ears for toe Sym- 
phony, was justified by Dan- 
iel's well-paced, wrilhftlanced 
reading, but somewhat under- 
played. To maim first-time lis- 
teners recognise its true 
weight, it wanted mare depth 
of tons and tougher Intensity. 
In Chaikovsky'S “Rococo” Vari- 
ations (an engaging distrac- 
tion, In the context) . the 
cellist Yo-Yo' Ma was marvel- 
lously colloquial s p ontan eous 
and witty, the RPO setf-efbo- 
tog. His playfhl sallies In an 
early variation, inviting 
lively repartee, got only dutiful 
echoes from the violins; he 
twinkled hard to catch their 
eye, but they seemed not to 
notice. 

David Murray 


muscular four piece band 
which hardly fill s a quarter of 
the London Arena stage. 

The actual design of the 
show works a treat, a triumph 
of minimalism. There are two 
port hole shaped screens high 
above the action to enable 
those at the far back - some- 
where around Watford - to 
see that Bowie Is in indecently 
good shape, and during impor- 
tant moments a vast screen 
dwfWTrods behind him . fille d 
with filmed highlights of the 
songs. So for “China Girl” we 
get a feminine shape coming 
on strong and for “Lets dance” 
there is a trim blonde who, 
well, dances. The most blatant 
statement about Bowie then 
and Bowie now came during 
“Life on Mars” when the 
painted sullen face of the man 
in his 23ggy Stardust manifes- 
tation flame on screen like a 
ghost from an exorcised past 

Dressed as smartly as a 
snooker player and looking 
happy to be fortysomething 
Bowie was having little truck 
with those dreadfully camp 
alter egos of his youth. Some of 

Ms adoring Ians are still locked 
with Zlggy inside a drifting 
space capsule but poor old 
Major Tom is now given short 
shrift For this is punkish 
Bowie rather than puckish 
Bowie. And that is why the 


performance was as woeful in 
its way as his last live venture. 

Hi« voice turn almost gene, 
especially in file high register 
which make his chances of 
reaching the top notes in 
“Young Americana" negligible. 
He bottled out and shared the 
Joke with the a u dience. But we 
might have survived a rasping, 
one note Bowie if the band had 
been a little more imaginative. 
Guitarist Adrian Below, ex- 
Talking F Twrfa, is definitely of 
the thrash school, splitting 
ears wnd quite disdainful of t hfl 
subtleties in Bowie’s music. He 
is actually a tuneful and imagi- 
native song writer but here 
everything was bashed out like 
early Clash, even such a plain- 
tive song as “Heroes." 

There was a good run in the 
second half - when Bowie 
remembered to say “hello" — 
which Included “Suffragette 
City” and “Rebel Rebel” bat 
fin- the most it was an over- 
amped, battering ram of a per- 
formance, presumably 
designed to prove that Bowie 
stm aches with street cred. On 
the way back the remix of 
“Fame" came up on car 
radio, melodic, delicate, cre- 
ative, a reminder of what 
might have been, what may yet 
be. 

Antony Thorncroft 


Alex Katz, ft™** April A 

Chicago 

Chira^i Historical Society. The 
Land of Lincoln does its most 
famous citizen jrnmd in the exhi- 
bition A House Divided. America 
in the Asa of Lincoln, with docu- 


effiBcte of the Great Em ancipator . 

Tokyo 

Isetan Museum* Shinlnlsu, 


rionifits from the Fogg Museum, 
New York, inrMteg weeks by 

Van Gogh. Lautrac, Matisse and 
Picasso.'niAJ^anssdfBscIiift- 
Hon wftfa Impression ism contin - 
ues unabated, so expect crowds. 


SALEROOM 


Sotheby’s in Loudon held its 
fourth annual sale of Scandina- 
vian pictures on Tuesday 
night It experienced mixed for- 
tunes, totomng Cbn but With 
over a third of the lots, in 
value, unsold. 

However, the two most 
expensive paintings changed 
hands. A private Finnish ad- 
lector paid a record £Llm, at 
the top of the estimate, foe a 
portrayal of a young ballet 
dancer slipping on her shoes, 
by Helene Schjerfbeck, who 
started painting on this theme 
around 1880 but completed this 
charming sketch in 1940. 

A small symbolist landscape 
of 1901 by August Strindberg; 
the writer, was within forecast 
at £968,000- A portrait by 
Anders Zorn of the opera 


stager Jeea-Baptiste Faure, an 
avid early collector of Impres- 
sionist pictures, sold for 
£770,000 while a Swedish dealer 
paid £55QjOOO for another Zom 
of a woman in a forest, (unusu- 
ally for Zom she is clothed), 
and £440,000 for a watercolour 
by Carl Larsson of his sis- 
ter-in-law reading a newspaper. 
A similar interior by Larsson, 
this time an oil, sold for 
£898,000, but buying for this 
popular Swedish artist was 
selective, The main casualty 
was a Zom nude of a girl 
standing an a rock, bought in 
at £370,000, while a scram of a 
fox relishing two mice by the 
Swede Bruno LUjefors also 
failed to sell at £250,000, 

Antony Thorncroft 
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Mr Kohl and 
Mrs Thatcher 


CHANCELLOR Kohl comes to 
Britain today for talks with 
Mrs Margaret Thatcher, at a 
time when there have been 
some strains in Anglo-German 
relations. The British Prime 
Minis ter has been overtly criti- 
cal of the German Chancellor's 
approach to Poland, and nei- 
ther Mr Kohl nor Mrs Thatcher 
have sought to conceal that 
they sometimes fail to hit it off 
in personal terms. They could 
have met much more fre- 
quently: there used to be 
arrangements for regular 
Anglo-German summit meet- 
ings. but they were allowed to 
slip. 

One should not exaggerate 
the importance of all that. 
Bilateral meetings between 
European leaders are not what 
they were when Harold Mac- 
millan would go off to see Pres- 
ident de Gaulle or even when 
Harold Wilson went to Bonn 
for fa»n« with Chancellor Kie- 
gtoger. This week Mr Michel 
Bocard. the French Prime Min- 
ister, bad talks in London with 
Mrs Thatcher, and there was 
hardly any press comment. 

Besides, bilateral relations 
have tended to become sub- 
merged in the wider context of 
contacts between all the mem- 
bors of the European Commu- 
nity. And, whatever their dif- 
ferences of temperament, Mr 
Kohl and Mrs Thatcher are 
unlikely to let Anglo-German 
relations get entirely out of 
hand. They have a mutual 
stake in working together. 

Shared faults 

Still, it Is worrying that rela- 
tions between them are not 
better. By no means all the 
faults have been on the British 
side. Herr Kohl’s has not 
always been the easiest Gov- 
ernment to deal with. There 
were times when he seemed 
repeatedly at odds with his 
coalition partner and Foreign 
Minister, Mr Hans-Dietrich 
Genschen over detente and 
aims control, for instance. 

Not so long ago Mr Kohl, 
successful politician though be 
is, seemed to have a bleak 
future. He baa matte a come- 
back as a result of the changes 
In East Germany. But the fact 
that he may now win the Fed- 
eral elections in December will 
not necessarily make him an 
audar partner far his allies. Mr 
Kohl is on an upward curve, 
which can hardly be said of 


Free trade in 
North America 


MEXICO’S MOVE to seek a 
free trade agreement with the 
US not only warim an end to 
the long tradition erf haughty 
isolation from its northern 
neighbour that has left it 
poorer than It might otherwise 
have been. It is also a signal 
that President Carlos Salinas 
de Gortari is determined to 
build further on the economic 
liberalisation set in train by 
Mexico’s decision to join the 
General Agreement on Tariffs 
and Trade In 19861 

The move is, on balance, to 
be welcomed by the interna- 
tional community. In prospect 
is a modest agreement com- 
pared with that in place 
between the US and Canada. 
Initially, at least, it is likely to 
concentrate mainly on the 
elimination of tariffs. This 
should allay fears that the 
move is part of a more general 
regional approach to trade pol- 
icy and a threat to the multi- 
lateral trading system. 

It would be hard for two 
countries at such different lev- 
els of economic development to 
agree to full trade freedoms, 
extending even to the services 
sector and to free mobility of 
labour. But even an accord to 
cut tariffs, and possibly end 
quantitative- restraints, for 
example on textiles, would 
bring significant benefits to 
both sides. 

An agreement would have 
large symbolic importance for 
Mexico, both politically and 
economically. It would help 
attract foreign investment that 
might otherwise be diverted to 
the reforming countries of east- 
ern Europe. As they liberalise 
their own economies, these 
countries are likely to compete 
increasingly in world markets 
for manufactured goods with 
precisely the category of more 
advanced developing countries, 
to which Mgvicn belongs. Open 
trade with the US would give 
Mexico an edge against such 
competition. 

Credible policy 

More important still, the 
commitment to outward- 
looking economic policy should 
strengthen the credibility of 
Mexico’s monetary and fiscal 
policy and help it to sell such 
policies at home. Such an 
anchor is becoming all the 
more necessary as Brady-style 
debt reductions weaken the 
constraints imposed by 


Mexico’s HOObn foreign debt. 

By signing an agreement 
that would help Mexico build 
up its economy, the US might 
aisn deal with mm of the lon- 
gest standing bilateral prob- 
lems between the two coun- 
tries - immigration. A free 
trade arrangement that pro- 
duced a rapid increase in Mexi- 
can living standards would 
help stem Illegal migration 
northward as well as develop a 
90m-strong potential market 
for American firms. 

The most immediate losers 
would be other Caribbean and 
Latin American countries with 
whom Mexico competes. Since 
most of these rely heavily on 
the US as an outlet for their 
exports, it is hard to see them 
viewing the prospect of a US/ 
Mexican free trade pact with 
anything other ihan flbq-m 

Clear signal 

The two countries could get 
round this problem by making 
membership of the agreement 
open to any country prepared 
to meet the obligations It con- 
tained. This would be a (dear 
si gnal that the arrangement 
was not intended to be the 
basis for an exclusive trading 
bloc. 

A school of thought in the 
US argues that free trade 
agreements are useful pre- 
cisely because they stimulate 
more general liberalisation, ft 
would be wrong, however, to 
see in this a justification for a 
genual policy favouring bilat- 
eral trade agreements. 

Any US/Mexican pact win be 
painfully difficult to negotiate 
and ' cause great anguish for 
Canada, not least because auto- 
motive parts, which are traded 
freely between the US and Can- 
ada, are also Mexico’s biggest 
export earner in the US after 
ofl. In any proliferation of free 
trade agreements the last one 
in always resents a new 
arrival Old deals have to be 
reworked and this can quickly 
become impracticable. 

Negotiations between Mexico 
and the US will make this 
dear. Even if they succeed, an 
exclusive US-Mexico trade pact 
can only be justified as an 
appropriate response to a spe- 
cial situation. A policy of creat- 
ing an ever-growing number of 
distinct bilateral trade agree- 
ments cannot be generally 
applicable. 


class citizens 


Mrs Thatcher at present 

The British attitude to Ger- 
many - not only in the 
Thatcher period - has some- 
times been tinged with a mix- 
ture of fear and a sense of 
“Britain knows best” It took 
Mrs Thatcher a long time to 
understand that most Germans 
no longer want short-range 
nuclear on their terri- 

tory. There was an astonishing 
- if engagingly honest - 
admission by the Prime Minis- 
ter In a newspaper Interview 
this week that she had never 
even heard of Article 23 until 
recently. Article 23 is the part 
of the Basic Law that allows 
the states of East Germany to 
join the Federal Republic, just 

88 Saarianri itiri in 1956. 

American realism 

Moreover, the balance of 
power within Europe has con- 
tinued to change, not only eco- 
nomically. Mrs Thatcher no 
longer has the close confidant 
that she had in President Rea- 
gan. President Bush looks real- 
istically to Bonn and Paris as 
well as London. It was he, not 
Mrs Thatcher, who found it 
easier to appreciate Germany’s 
position on short-range nuclear 
weapons. 

Again one should not exag- 
gerate, but there is some dan- 
ger that Britain will become 
increasingly the odd man out. 
posing as the guardian at a 
world that no longer exists. 
The factors which are bringing 
about a united Germany are a 
desire for prosperity and 
democracy on the part of the 
East Germans and for cultural 
Integration on the part of all 
Germans. 

Mrs Thatcher should wel- 
come that, even thnngfr Ger- 
many win become stronger and 
Britain relatively weaker. The 
Prime Minister has always 
been good at asking questions, 
but she cannot expect the Ger- 
mans yet to know all the 
answers. 

Mr Kohl should ex plajn yet 
again that it is not just a new 
Germany that is coming Into 
being, but a new Europe. Bilat- 
eral relations will matter 
rather less than they did. but it 
would be a pity if Mrs 
Thatcher and Mr Kohl were to 
continue slightly to mistrust 
each other. They can repair 
some of the damage in the next 
day or so. 


T ucked away at the foot 
of the lofty ridge on 
which Nazareth is 
perched, flanked to 
the east by the mount of 
Christ's ascension and to the 
south and west by the verdant 
Jezreel Valley, Iksal seems a 
tranquil little pla ce, 

It is me of Israel’s Arab vil- 
lages. Or rather, it is a 
town containing 7,500 people 
who belong to Israel's sizeable, 
though often fo rgo tten , Arab 
minority. Iksal Is one of the 
numerous Islands of Arabs 
that remained - spread in 
varying concentrations the 

Tffrijft h of Twraal from tfw Cali . 

lee in the north to the bedouin 
of the Negev desert in the 
south — when the Zionist tide 
came in 40 years ago. 

On a bright m ornin g, final's 
twisting streets and clustered 
houses are quiet in the cool 
sunshine. Most folk have gone 
to work in Nazareth or Haifa, 
or in the neiehhourimr ffaida. 
The fraught atmosphere at the 
Arab towns and villages of the 
West Rank and Gaza Strip, far 
more than two years wracked 
by the intifada, the violent 
uprising against Israeli rule, 
seems a distant apparition, 
al thoug h th e "Gre en Line” 
marking the header with the 
northern West Bank Hes only a 
dmn or so miles to tiw sonth. 

Such an impression will be 
abruptly fractured tomorrow 
when the Arabs of Israel stage 
am annual st rike and a s erie s of 
demonstrations on Land Day 
in protest at the appropriation 
of Arab lands by load. Since 
the fnt&hda began. Land Day 
has become a day on which 
Israeli Arabs openly identify 
with their follow Palestinians 
across the Green Line. 

Land Day offers a glimpse of 
the smouldering discontent, 
now fanned by the intifada, 
that exists below the surface in 
the Israeli Arab community, ft 
carries a challenge to the heart 
of Israel that may a ront m ifly 
prove as profound as the 
events which have drawn 
international attention to the 
occupied territories. 

“The Arabs of Israel after 
the intifada are not the same 
as the Arabs of Israel before 
the intifada," says Saed Dar- 
oushe, the headmaster of n™i 
SchooL “The main change the 
ntfods hu made on ftp s pirit 
of Arab students is that it 
made them feel for the first 
tim e that they are part of the 
Palestinian people.” 

A class of 14-year-olds study- 
ing history bears out his 
words. At first they are slow to 
answer questions from an out- 
sider. But soon hands are 
shooting up all round the room 
as pupils make their points in 
hesitant but adequate English. 

“The Government think that 
their country is not ours. They 
say that it’s their country, but 
all the world knows it’s ours - 
that they have their nation and 
we have a Palestinian nation." 
“I agree with the people of 



the West TQmfc and Gaza. They 
are Arabs and we are Arabs. 
They are our brothers. We 
must fed with them.” 

Such comments do not mean 
Arabs in Israel want to move 
to the independent Palestinian, 
state In the West Bank and 
Gaza tint is the goal of the 
intifada. They are, after all, the 
last of the Arabs from the area 
that is now Israel who remain 
on their original lands and 

thn*r attachment to thnae lamia 

— thnn g’h many Haro been 

confiscated - is greet 
How are they to reconcile 
being both Palestinian Arabs 
and loyal citizens of Israel? S 
is a vital question because 
Arabs in Israel — including 
140,000 living in east Jerusalem 

— number TOMMQ, or about 18 
per cent of IsraeTs population, 
and their population growth 
rate Is faster than that erf the 
Jewish community. In the Gafi- 
lee they form a majority. . 


who site in his office under a 
picture of Israeli President 
Chaim Herzog says: "There is 
a red fine that stops [the chil- 
dren] from doing the mwm 
things that happen in the West 
Bank every day. They know 
they fere part of the Palestinian 
people, but they also know 
they are Israeli dtteans.” 

Israeli Arab leaders recog- 
nise that open rebellion could 
well have disastrous conse- 
quences. Not least, they foar it 
would strengthen the «iii« by 
extremist Israeli groups for 
“transfer,” or deportation of 
the Arab population, Never the 
less, there has been a four-fold 
rise in tiie number of violent 
incidents within Israel in the 
two years of the fntifitda and a 
strong rise in support for 

Mamfc ftmrtanwmfBHiim within 

thelsraeH. Arab community. 

The Arabs' disc omfort over 
their place in the Jewish state 
goes bad: to its emltost days. 


IsraeTs growing Arab minority poses an 
uncomfortable challenge to the country’s 
twin commitment to a Jewish State and 
the equality of all of its inhabitants 


Lately, Israeli hopes have 
risen that a sur ge In immigra- 
tion by Soviet Jews will 
redress this powerful demo- 
graphic trend. But the fact 
remains that Israel’s growing 
and increasingly vocal Aran 
minority poses an uncomfort- 
able challenge to the twin cam* 
mitinent in its 1948 Declaration 
of Independence to “establish a 
Jewish State” and to ensure 
equality of rights to all its 
inhabitants “irrespective of 
religion, race or sex.” 

The extent to which the 
Arabs of Israel are i mp or tin g 
the intifada from the West 
Bank and Gaza should not be 
exaggerated. Saed Daroushe, 


But today they are prepared to 
overlay long-standing com- 
plaints about social and eco- 
nomic inequalities with the 
broader national grievance. 

Ibrahim Nfnur Hussein, 
Mayor of Shfaram In Gaft- 
lee and Chairman of the Arab 
Mayors Council, says budgets 
for current spending for Arab 
towns are at best one third the 
size of those for Jewish towns. 
Average Arab unemployment 
is 15 per cent, he says, com- 
pared with the national rate of 
nine per cent. “Arabs only 
enjoy the leftovers from Jewish 

employers," he aAk. 

The most important foctor in 
all these complaints is the 


issue of army service. An Jew 
ish men serve three years ft 
the army, with periods d 
annual reserve duty up to age 
55. The vast majority of Arab* 
do not serve. The statute ft 
there, but the army has neva 
called them up, nor have the 
Arabs volunteered. It suits the 
authorities, who axe concerned 
by the security impltottioiM od 
a large Arab contingent in the 
armed forces, and it suits the 
Arabs not to be forced to face 
their follow Arabs in 

The result, however, is tc 
reinforce the distance bet w een 
the Jewish and Arab communi- 
ties. Not only are certain state 

(wnwinln hgwm fl fia — and many 

jobs - automatically not avail 
able to Arabs, but the- percep- 
tion that the Arabs are not ftm 
citizens is strengthened. 

Shod Olmert, the Tninintor 
for minority affairs from the 
hardline Likud Party, accepts 
the Arabs have “many sound 
arguments" about lack ol 
flnnnrinl support. But he ifl 
quick to attack what he sees as 
a “growing stream” of antHs- 
rash political activity. Mamie 
fundamentalists last year won 
mnrrictpwl elections of the sec- 
ond largest Arab town. Urn El- 
Eafam. “This Is not iwny^fting 
Israel can afford to ignore for 
too tong.” hfe says. 

He raises the ultimate Jew- 
ish fear that the Arabs want to 
repossess Israel. He seizes a 
scrap of paper and quickly 
sketches a map of the heavily 
Arab populated areas of the 
co un tr y , most of them dose to 
the occupied territories. If 
Israel withdraws from the ter- 
ritories under pressure from 
the intifada, the Inevitable 
mat Palestinian offensive will 
be for the sofl of Israel itself. *T 
♦Muir the imnulse. the mea- 
sure, will be unstoppable.” 

And) leaders say the oppo- 
site. Mr Obnertis chief adver- 
sary in the Knesset is Abdel 
Wahab Daroushe. brother of 
Saed, the Iksal headmaster. 
Acceptance of Israel will be 
strengthened by the emergence 
of a Pa lest i nian state, he says. 

will be easier once we have 
a two-etate solution. [Israeli 

Arabs] will stay and 
strengthen their integration. 
Those few who cannot behave 
according to that will move to 
the Rdestinfam state.” 

ft accru s dear that, beyond 
the- intifada, Israel has 
another, perhaps mare com- 
pl ex “Palestinten-*question" to 
answer. Israeli Arab demands, 
even If held to the can fat foil 
equality of status, or a degree 
of internal autonomy, amount 
to a call for the erosion of. 
much of Israel’s Zionist charac- 
ter in favour of something 
nearer a bfruattanwl state. 

In the meantime, the tatifad- 
o-foeOed suspicion and resent- 
ment with which Jews and 
Arabs in Israel now tend to 
view each other is draining the 
stare of goodwill. available to 
te l fflc a te the jamming gears of 


Rittner goes 
early 

■ Lute Rittner has resigned 
as Secretary-General of the 
Arts Council and leaves next 

month. 


Observer 


to more of a surprise than tiie 
fact that his departure comes 
tew s than half-way through 
his second term as paymaster 
to the arts. 

Rittner, 42, to a charming; 
boyish figure, who developed 
excellent relationships within 
the arts world and hardly tost 
a client during his seven year 
stint. He was even more popu- 
lar with his staff at 105, Picca- 
dflly. 

He got on very well with 
the former nhs i rw an of the 
Arts Council, Lord Rees-Mbgg, 
who would pop in on bis way 
to his antiquarian book shop 
in PaQ Mall, and toft the run- 
ning of the Council to Rlttnar. 

A year ago, Peter Palumbo 
took over as Chairman. 
Although equally 
he never hit it off with Bittner. 
Palumbo has a reputation of 
being closer to the clients, 
especially the managers of the 

big TwHrirml trn n pi i moa Him 

the English National Opera 
and the Roy al Shakespeare 
Company, than to his Arts 
fiminril Mllwig iwL 

The fact that he Immediately 
renovated the Council's head- 
quarters with art from his own 
collection and set up an office 
which he inhabited five days 
a week created a physical pres- 
ence which was bound to cause 
frictions. 

Rittner and Palumbo also 
fell out over policy. Palumbo 
went along with the plans of 
the Arts Minister, Richard 
Luce, to devolve the funding 
of the arts to the regions. Rttt- 
ner believed it should stay 
under the control erf the Coun- 
dL 

It was the announcement 
of the devolution plan this 
month which prompted the 
resignation. Rittner was 
unhappy, too, about the job 
losses this will involve among 
Arts Connell staff, who will 


tntoq him badly. ** 

Rittner left school early and 
has always worked in the arts. 
He started at the Bath Festival, 
then set up the Association 
for Business Sponsorship of 
the 'Arts, before being 
appointed by the Prime Minis- 
ter to nm the Arts Council. 

Hfe thin slight figure, honed 
by a long daily run from his 
Kensington home, which ones 
resulted in a mugging in Hyde 
Park, will be missed at first 
nights, as wifi his garish Una. 
He has no job in line: £50,000 
a year berths in the arts are 
rare. Hfe likely successor fe 
Ms deputy, Anthony Everitt, 

SO, who sided with Palumbo 
on the shake up in funding. 


Hard times 

■ Some readers’ ey ebrows have 
been raised by an advertise- 
ment placed by the Secretary 
of The Cavalry and Guards 
in The Times. He (she per- 
haps?) wishes to engage a pri- 
vate secretary: “Experience 
In hotels an advantage.” 

Experience in hotels? What- 
ever fe tiie establishment com- 
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that tt would be fitting for the 
Cavalry and Guards dub to 
be seeking redundant young 
ladles from the Stock 


Prague prices 

■ Asmmnbersaftherevital- 
fecd Czech Parliament yester- 
day debated a tough new bud- 
get which will slash subsidies 
to industry and agriculture, 
they dined <m some of the 
country’s most highly-subsi- 
dised meals hi the parliamen- 
tary restaurant 
The dining room, opera t ed 
by Karel Koenar “and his ad- 
jective” was placed in the sus- 
pidously-low fourth category, 
which Is no rmally a rating for 
the mast run-down eateries. 
The most expensive meet (fish 


SANX 


was koramrl&lO (barely 50 
cents at the tourist exchange . 
rate) and a bottle of pilsner 
beer cost a mere koruna 4.70. 
Scares of waiters smurfed 

about to satisfy the demands 
of deputies, most of whom 
were appointees of the old 
Communist regime and who 
are unlikely -to survive the first 
free ejections in June. 

At the modest Zlata Sosa 
rest a ur an t on nearby Wences- 
tos Square, which caters foor 
Westerners, meat dishes aver- 
aged koruna 30 to 45 and it 
took 20 minutes to grabs 
harassed waiter. 


Sporting life 

■ Summit meetings are more- 
relaxed on the other side of 
the Atlantic. President Bush ' 
fe going off to Toronto next 
month for talks with theCana- 
dlan Prime Minster, Brian Mut 
xoney, an what the White . . 
House describes m “matters 
of trilateral and international 
mutual Interest”. 

There is not much doubt, . 
however, that themain pur- . . 
pose of hto trip to to watch the 
Toronto Blue Jays playing 


bsaebafi. Tito President's trip 
coincides with their opening 
game of the season, which hap- 
pens to against the Texas 
Rangers. Not only do the Bang- 
era come from. Bush's home 
state; they are also partly 
owned by hto son, George. . 

Bush need not worry If 
Toronto fe still shivering 
through the tad-end erf winter. 
Since the middle of last year, 
the city's harahnn firnif have 
been spoiled by the SkyDome, 
the 50,000-seat stadium with - 
a huge retractable roof, which 
can be opened or dosed in 20 
minntwH. Among the stadium's 
other features fe an hotel, some 
of whose rooms have a Royal 
Circle view of the playing field. 

Of course, some would argue 
that a visit to Toronto to watch 
a baseball game hardly quaft- 
flp* an a ftmrig w tri p fra- an . 

American. The flying time 
Item Washington is- only 90 
mtnnfcw, end Canada’s wwriw - 
baseball teams play in the US 
lea gue. Bnt If tha R anaiHana 
were not in the league, it 
wouM be rather more difficult 
. for Americans to justify calling 

tViflfr hmriwn rihrnn j tonahlp 
the World Series. • 


Tory gloom 

■ Re ap ondln gto a call hi the 
Commons yesterday fry more 


to hymn singing in schools, 
Ian Lang. Minister of State at 
the Scottish Office, suggested . 

TjmmI MnHly fight aWrtd ftn ' 

aietwHi^ jdotsa”. Lang bad 
amalority ofomly 3.673 -over 

fh ft SrnMiih Matiimaliifai — 

in hto Galloway and Upper \ : 
Nfthadale constituency at the 
last general election. 


Some streak' . 

■ Things were falling a bit flat 
at the Church ISte, soUfxs Did- 
dingtonSmith derided to Sven 
them up by doing a streak 
across the lawn. "Tell mei" * 
said one of her friends after- 
wards; “what was Julia, wear* 

ing?” 1 ! don't know, " said 
another, “hot whatever it was^ 
ft certainly needed ironing.” 


Book Review 

Le Rouge 
et le Noir 


J ust over a year ago Alain 
BoubHl resigned as Dirto- 
tear de Cabinet to Mr 
Pierre Beregovoy, the French 
ftanw minister, “to defend his 
honour” in the Pechiney 
iiimlpr trading wMwbl 
After successfully suing a 
number of French publications 
for libel, the former industrial 
policy adviser to President Mit- 
terrand has written his own 
account of the financial scan- 
dals which shook France. 

Although Boubm sheds Httte 
new light on the scandals, his 
book offers a revealing insight 
into the tangled relationship 
between the state, politics and 
money and the profound 
changes in French industrial 
and business attitudes in the 
last eight years. 

BoubHl was always a contro- 
versial figure at the top of the 
elitist French administration. 

When he resigned he said he 
had been disadvantaged 
because he was “neither a 
practising Jew, nor a freema- 
son, nor a provincial, nor a 
grand bourgeois, nor a member 
of the influential French 
finance Inspectorate, nor of 
one of the Qtte French corps." 

BoubHl was part of that band 
of merry Socialist militants led 
by Mr Jacques Attali, Mitter- 
rand's economic and political 
gum. Aft took high office after 
Mitterrand's ■l wi fan fa 198L 
Joining the president's team 
of advisers in the Elysde Pal- 
ace, be soon became the Emi- 
nence grise of the Goverra- 
ment’s interventionist 
industrial policy. 

BoubUl vigorously defends 
the derision to nationalise five 
of the c o u ntry 's leading indus- 
trial groups. Without national- 
isatlon, he argues, France’s 
chemical industry would have 
been swallowed up by interna- 
tional oil groups: Alcoa, the US 
aluminium giant, would proba- 
bly have taken over some of 
Pechiney’s activities with 
firmmrafli help from the state; 
the Thomson electronics group 
would have just become a 
defence arsenal; AT&T and Sie- 
mens would have secured more 
than hair the French telecom- 
munications market; and the 
Bull computer group would 
have become Japanese. 

NaHonaUiH i tlnTi^ he claims, 
saved the country from the 
pre-war prophesy of “an agri- 
cultural France in a Europe 
dominated by West German 
industry.” 

. r Bqt, the early years at Social- 
bt "government led to an orgy 
of intervention winch finally 
provoked a revolt among the 
new state industry bosses in 
1983. The revolt cost Mr Jean- 
Pierre Chevdnement, the 
Industry Minister, hfe job. 

It was the aid af the old sys- 
tem of profits for the private 
sector and losses for the state 
sector. 

BoubHl says state industry 
leaders won the day when Mr 
Roger Fauroux, the current 
French ind ustry minister but 
then head of the Salnt-Gabain 
glass and pipes group, showed 


LE SOULEVEMENT DU 
SERAIL 
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Mitterrand a questi onnai re 
from the state a dminis tration 
asking him to list the n umber 
and piakes of all the typewrit- 
ers at Saint-Gobain. It had oat 
been enough to force Mr Fau- 
roux to divest Saint-Gobain of 
its electronic interests. 

Even before the privatisation 
programme launched by the 
right-wing Chirac Government 
in 1986, the Socialists had 
started the process of mod emt - 
sftig the attitudes of business 
by promoting a more interna- 
tional approach and encourag- 
ing foreign investment by 
French state companies. 

While he defends Mitter- 
rand's industrial policy, Boub- 
Ul also paints a colourful pic- 
ture of intrigue, back-sta bbing 
smA manoeuvring in the corri- 
dors of the Parisian adminis- 
tration and in the salmis of the 
capital. The campaign against 
him when he became the 
fimmnB minister’s cab*™* chief 
reflected the settling of many 
an old score. 

Many people felt BoubHl was 
moved to ***** finance ministry 
to orchestrate the new Social- 
ist Government’s efforts to 
break up the shareholdings of 
privatised companies set up by 
the Chirac Government in 
1987-88. BoubHl claims this Is 
unfair. 

Pechiney’s acquisition of 
American National Can In 
1988, coupled with its deefekm 
Invest in a new aluminium 
smelter in the depressed region 
of Dunkirk was announced 
with great fanfare by the Gov- 
ernment as an example of the 
international ambitions, dyna- 
mism and recovery of a venera- 
ble state enterprise. 

The deal would have earned 
such accolades had it not sub- 
sequently became embraffed in 
an insider trading scandal 
involving one of President Mit- 
terrand’s personal friends. 

BoubUl soon became a lead- 
ing figure in the affair. He had 
been on a yacht on the Medi- 
terranean that summer when 
the deal was being negotiated. 
He consistently denied any 
wrongdoing. But the rumour 
and disinformation machine, 
weft-oiled by the countless ene- 
mies he made during Ms Hmp 
at the Elys6e, gathered an 
unstoppable mome nt um of its 
own. His own penchant for the 
good Ufa did nttiw to help hto 
cause. 

At the end of the day, Boub- 
111 had become too big an 
embarrassment for the finance 
minister and the Socialist gov- 
ernment. BoubUl, who for 
years had skilfully pulled the 
strings of state industry, could 
only. In his own words, 
“watch, as a spectator, my own 
downfall" 

Paul Betts 
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W hen the G-7 finance Minis , 
tns meet In Parisnext 
month, they wfll inevitably 
reflect on the Louvre meeting just 
over three years ago w here they 
announced a policy of seeking stable 
exchange tales among the doBar, yen 
and D-Mark. 

tf they assess the situation hon- 
estly, they will conclude that the Loo- 
vre agreement haB failed and that the 
pursuit of Stable e xchan ge rates b 
responsible for many of the problems 
they now face: persistent trade imbal- 
ances, unwanted exchange rate 
treads, and rising interest rates. 

The Louvre accord mistakenly 
sought to stabilise exchange rates at 
levels that . Implied continuing mas- 
sive trade imbalances. At those 
exchange rates, the US trade deficit 
would narrow for another year after 
the Louvre meeting, in delayed 
response to the fall of dollar in 1985 
and 1986,- but the trade imbalance 

would then stop Improvin g. 

The Louvre agreement has been 
Goantexpradnctive because the goal of 
fixed nondnal exchange rates is a mis- 
take in a world in which inflation 
rates dtffer, There are three distinct 
but interrelated reasons for this. 

The most obvious is that the combi- 
nation of fixwi nominal ex chan ge 
rates and differl ug inflation implies 
changing reel e x c h a ng e rates. These, 
rather than nominal exchange rates, 
fnffiHmca im por ts and exports. Fixing 
wnmfo ai exchange rates causes real 
Mdwng e rates to vary in a way that 
has no economic rationale. 

In practice^ the initial overvalued 
level of the dollar in 1987 has been 
exacerbated during the past three 
yean by rising US prices relative to 
prices in Japan and Germany. Main- 
taining even the «im» real e«*h»ngw 
rates fa«t prevailed at the time of file' 
Louvre would have required the dol- 
lar to decline by about 3 pear cent a 
year against both the yen and the 
D-Mark. 

If an exchange rate of approx- 
imately 130 yen per dollar (the centre 
of the much-touted but never offi- 
cially stated target exchange rate 
range) had been appropriate in eady 
1987, the corresponding rate today 
would be 120 yen per dollar. The exist- 
ing rate of more than up 

yen to the dollar means that the yen 
would be undervalued today by 25 per 
cent even if the initial level had been 
set correctly. Snee the initial level of 
the dollar was already too high, the 
degree of dollar overvaluation is even 


It is not surprising that the massive 
US worldwide trade Hufirit iiw»n>wi^ 
by less than 10 per cent betw e e n 1988 
and 1989 and is predicted to improve 
even Ires this year. The US bilateral 
trade deficit with Japan has remained 
unchanged at about SSObn since 1986. 

But even the goal of a stable nomi- 
nal exchange rate was doomed to ML 
The reason again is the inapgropiiate- 
ness of fixed exchange rates in a 
world of unequal inflation rates. 

When financial markets are ftme- 
ti nming appropriately, a sustained dif- 
ference in Inflation rates fanpHaa a 
similar difference in interest rates. 
That difference in interest rates com- 


to the Louvre accord 

Martin Feldsteln argues that the G-7 policy of seeking stable 
exchange rates has caused no thing but trouble 

I The dollar 7 " " ~ - ■ ‘ ' 



pensates portfolio investors for the 

Igflatinn-fnihirad Iowa of flmieaHc pnr- 

pJmring power and balances the 
expected nominal depredation, of the - 

lii gliprfiilhHnh r«fo ^ rora n py ' ■ ■ 

But when Investors, believe ..that 

n mn l n fll atphawnM ’ l afam will l iwimllt 
«tfe>Hlft ) rim h ite iyg prim ( tif hmntifllg 

: cause the currency with ttu» high 

hrifinHim rata ta riwaJTTga trend hha 

the real exchange rate even* farther , 
from the . level heeded to balance 
trade. That is exactly what has been 
happening in the past, two yean.. . 

Although most analysts and market 
pH yti fij u mltt beUeved fa** - IHa . flnlhn- 
was overvtitaed at the. time of the 
Louvre meeting .and Would continue - 
-to f*n as it had faring the previohs . 
two years, the US backed up the G-7 

wll far Hrytlw daliHWy with a. dutp 

rise in its interest xates in 1987 vridte;. 
Jipan and G e rmany .lowered theirs. . 
'mat was enough to stabilise din dol- 
lar until the stock crash in 

October 1987 caused the US to aban- 
don exchange rate targeting and allow 
Interest rates to fall 
But by early . 1988, when the risk 
that the stock market crash would 
preci pi tate a recession seemed very 
unlikely, the Fed began tightening 
monetary policy u pfa and the US and 
other G-7 governments returned to 
Himp mh« tog exchange rate stability. . 
While same investors re maine d geeptt- 
cal about th« ability of the G-7 to 
wtnhniM a-rrfiatigg rates, the 1887 
dmu miMh viti ff n of a wSUngness to 
massive aliHte fa dnmag A-' pl"» V»% y 
policy - to. achieve; the desired 


exchange rate stability convinced 
many investors that the maJor gov- 
enmiente would somehow to 

stabilise «™*angn rates over a Jong 

’ of timw. - 

- An investor who believes that 
' exchange rates wfll remain win 

obviously want to buy the bonds with 
tile highest Interest rate. In early 
1988, « long-term Japanese govern- 
ment bond had a yield of less than 5 
per cent while a aim-nay us bond had 
a yield of nearly 9 per cent The 

resulting Samara! foj dollar 

inevitably increased the nominal 
value of the dr^iar relatively to the 
yen. Since early 1968, the nominal 
value cf the dollar has risen. 90 per 
cent against the yen and 10 per cent 
relative to a bwfc —ii g hi» i i l uah * of 

ma jrtr faifngtrlnT 

.-In short, a credible promise that the 
dollar wm not depre da te makes it 


dolbr wm not depredate makes it 
Impassible to stop the dollar from ris- 
ing when the fil ghw tnftetfan Tata tn 
the US keeps Interest rates there 
higher than interest rates abroad. 
iWmng h tire U^ierUS fa na Hnw rate 
means that the doiDar should he 
dec-fining in nominal terms just to 

maftrtaf ti Ite m faHiig Hiri i|»W l ll u M piRa [ 

the Louvre promise canses It to move 

fa r pp n ti i te iHimrHmi 

By tiie summer of 1969, the dollar 
soared to DM2 and n e arl y YlfiO. The 
G-7 Finance Ministers, at their meet- 
ing in autumn 1989, agreed that the 
level Of the «M1ar was fncrmpaHMa 
with long-term ftmdamentals. How- . 
ever, instead of ie mBn g a dear signal 
that fiiey abandoned the Louvre 


agreement, their communique 
res tat edthe l r g o al of doBar st abil i t y. 

Although the communique was 
ambiguous, their massive interven- 
tions in tfe * foreign exchange markets 
in -the weeks after mawHrig yrff 
Htfla dOObt that they w a nted thw jot 
Tar fin «Wft fa wn to **«» nrtotnul fargfft 

range. Bat after a relatively brief 
period of adjustment, the intervention 
s toppe d and the emphasis was, once 
a gaf fj | ftn -dollar stability. 

Again the resulting market pres- 
sures have caused the dollar to rise 
against the yen. If this persists, the 
only result can be a further deteriora- 
tion of the US-Japan trade ftwhaimwA 

The relation between the dollar and 
the D-Mark has, of course, been pow- 
erfully affected by events in Eastern 
Europe and the prospect of German 
mdficatian. The antioak far a sharp 
rise in German exports to Eastern 
Europe caused a strengthening of the 
D-Mark and a rise in German real 
interest rates. More recently, the 

nwrwrhriwtiwa and fr ff rf lnWi H n n ggp. 

rounding monetary union between 
Rant ana West flwiiuiiy has caused 
the D-Mark to HarWna a. bit and nomi- 
nal German interest rates to rise fur- 
ther. Now the US and German inter- 
est rates axe- es s enti a lly equal, 
removing any <wi*ntj» g to buy dollar 
iwmrin in preference to German hwnh 
But if the c urr e nt t ransition parimi 
leaves German interest rates lower 
than US interest rates, the pres sur e 
for dollar appreciation win return and 

wai U nna as wng 86 fl nanr fa l lMrtrti 

believe that the US and Germany will 


not permit the dollar to depreciate 

n gphwi tiw D-Mark. 

Thau is a third advene effect of 
the Louvre accord. The expectation of 
stabile exchange rates Induces interna- 
tional portfolio investors to prefer 
bonds in the currenctes that; offer the 
highest nominal interest rates regard- 
less Of Hifferprtroa tn HnmpaHf fnfla. 

tiwi rates. This not only causes cumu- 
lative currency misalignments but 
also polls the nominal interest rates 
in dttferent countries toward the same 
level, regardless of domestic inflation 
rates. This raises the real interest 
rates most in the country with the 
lowest inflation rate where monetary 
tightness is generally needed least 
This artificial convergence of nomi- 
nal interest rates reflects both market 
pressures and government actions. 
When private investors »ii yen bonds 
and buy dollar hands they automati- 
cally raise yen interest rates and 
lower dollar rates. The Bank of Japan 
has been rat ch eting up short-term 
interest rates in order to prev e n t a 
further decline of the yen. 

In 1988* one-year yen interest rates 
were nearly five percentage points 
lower than corresponding dollar inter- 
est rates. Now tits gap is only a little 
more titan one percentage paint. Ger- 
man interest rates have also soared, 
rising from about four percentage 

nnlw fai IfiSS fa”" iWlar Intwa rt tSteB 

to slightly higher than dollar rates. 
The sharp rise in Japanese rata in 
the past few months has undoubtedly 
been one cause of the sharp sell-off of 
the Tokyo stock market 
In addition to the a ppropriateness 
of fixed exchange rates in a world in 
which inflation rates differ, there fa a 
more ftpj8 mntnl rcsscsito rcjoct tfm 
Louvre goal of fixed exchange rates. 

Biwwnwip. mnJiHAM nhung ii over 

time hi ways that warrant drifts in 
real exchange rates. For example, 
when world oil prices rise, c oun t ri e s 
that are most dependent on oil 
imports should see their currencies 
decline to achieve other offsetting 
ff b i fts in imports ■ 

If nominal exchange rates cannot 
shift In response to such changes In 
potential import costs and export 
anH A« p < >r f Awwm»% | flw domes- 
tic must suffer unneces- 

sary inflation or declines in economic 


LOMBARD 


When the Finance Ministers meet 
in Paris they »fe**im his & subtle hut 
unambiguous adieu to the Louvre 
accord. Their communique *hnww 
reiterate their September statement 
Surf ffaffw js now too high to be 
rfi m p a t i hii* with innff iwm fundamen- 
tals. They should note their desire for 
exchange rates to adfnst grad ua lly in 
the future in ways that reflect 
rinrng p* hi n a t to n a l fff fftff of prodno- 
tim end In nn«* ftm da me n tel 
that influence i m p o rt* and <«]»■ i* 
They might also acknowledge that 
they are determined to avoid the 
kinds of sharp , awinga in domestic 

mnai p lar y and fiaral pnHH— that haunt 

ca u sed im umw i ma r ii exchange rate 
volatility in the 1970s and 1980s. 

The author was chairman of Presi- 
dent Reagan’S Council of Economic 
Advisers and is president of the 
National Bureau of Economic Researc h 


At risk: another 
‘far away country’ 

By Samuel Brittan 


NEVILLE Chamberlain's 
remark at the time of Munich 
in 1938 that Czechoslovakia 
was “a far away country of 
which we know little” acquired 
no toriety. But its spirit has fre- 
quently been re-echoed as 
other small countries have 
been trodden down by power- 
fill neighbours, with the West 
unable or unwilling to help- 

One does not have to admire 
every latter day manifestation 
of nationalism, or » ppi««d an 
the tactics of the new Lithua- 
nian Government, to feel 
revolted at the way Soviet mili- 
tary might has been used to 
intimidate a small country 
which it conquered in the 
aftermath of the Stalin-Hltler 
Pact of 1938. 

As Soviet leaders ami gener- 
als blow alternately hot and 
cold, there Is just a chance that 
a ra fain nr y takeover might be 
avoided. But one of the most 
distasteful spectacles Is the 
way in which the Foreign 
Offices and State Departments 
of the West have been making 
allowances for President Gorb- 
achev, almost whatever hap- 
pens. Nor can we fed. proud 

that T.lfantminn loaders should 
feel that the West is preparing 
another Mmrieh, ana that the 
two governments that they sin- 
gle oat for their mated 
response to Soviet actions are 
those of Sweden and the UK. 

Noone Is asking the West to 
go to war over Lithuania, any 
more than it should have done 
over Hungary, firefthnsln v alrifl 
Tibet or Afghanistan. But 
when Lithuanians say that 
stronger Western public con- 
demnation Of Soviet offHnn to 
date might just help them, the 
least we can do is to respond. 

This is because of tire way 
that too many people in the 
West - including political 
leaders and their advisers, who 
ought to know better - have 
became besotted with Gorba- 
chev. Wishful thinkers in fa* 1 
West have been too inclined to 
tnm a kUnd eye to suppression 
•mi wmiw the pres- 

ent Soviet regime. 

The one sphere where mat- 
ters have clearly improved 
under Gorbachev is freedom of 
speech, as viewen of Western 
television are well aware. But 
that achievement Is being put 
at risk. Soviet television has 
already reverted to the old 


practice of presentin g an 
entirely propagandist account 
of Red Army action without 
presenting the Lithuanian 
point of view. And if hints 
about expelling Western news- 
men are followed up, we shall 
know the worst 

It is time to draw hack from 
the present Gorbymania. As 
the veteran US negotiator Paul 
Nttze has painted out, western 
interests are in specific hard- 
headed itaai* of mutual Interest 
- in arms reduction, a Ger- 
man settlement, and so on. 
They are not in the survival at 
all costs of a particular Soviet 
leader. 

Of course the crumbling of a 
great empire is fraught with 
danger. But because the areas 
conquered by the Czars and 
their Soviet successors are geo- 
graphically contiguous to Rus- 
sia, we forget that it is an 
empire, which will, go the way 
of all past empires however' 
much one hopes that some 
parts will turn themselves into 
a genuine confederation, as the 
successor states to the Haps- 
burg empire ought to have 
done. The very least the West 
can do is to make it dear that 
if Lithuania is suppressed by 
the Red Army, relations with 
the Soviet Union will be on a 
strictly business basis; and 
that there will be no conces- 
sionary loans or other than 
strictly humanitarian aid. 
Institutions such as the new 
European Bank should then 
deal only with central and 
eastern Europe, leaving the 
Soviet Union to borrow and 
trade in world markets on 
whatever terms it can. And at 
the political level, any further 
summit should be cool and cor- 
rect no more. There is a case 
for that anyway. 

Perhaps I should declare an 
interest If my parents had not 
had the good sense to move to 
England before I was bom, but 
bad somehow survived the 
War, and probable subsequent 
deportation to Siberia, I should 
myself be In Lithuania — and I 
hope I would have had the 
courage to stand with the 
country’s leaders while the 
Russian tank* rolled past I 
would know better than to 
place too many -hopes in west- 
ern leaders hel p in g in my pre- 
dicament 
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Lifting the lid on what companies 
do in the fight to survive : 


From Mr Andrew Campbell. 

Sir, Christopher Lorenz’s 
ar ticle on reshaping BP (March 
23) is a superb account of man- 
agement at work cm tire tough- 
est issue in business - what 
sort of a company do we have 
to be to survive and what sort 
of company do we want to be. 

It la a testimony to Bob Hor- 
ton’s courage that he opened 
t he door of an* Augean stable 
even before he was appointed 
chairman. 

More companies need to do 
the same. 

But what is it that Project 
1990 ha* been doing? 

Lorenz rather lamely 


Recalling the 
principle of 
Unripe Time 

From SfrRJ . « Payton. 

Sir, Observer’s observations 
(under the heading “Never 
ripe," March 22) on the debate 
about full British membership 
of the B its. f«Ti« to mind FAL 
Comford’s Principle of Unripe 
Time contained in his Micro- 
cosmographia Academics. 

It is that "people should not 
do at the present moment what 
they think right at that 
moment, because the moment 
at which they think it right 
has not yet arrived.” 

Roger Payton, 

Little Bedwell. 

Essendon , 

Hatfield, 

Hertfordshire 


describes it as thrashing out a 
new “organisational str a tegy," 
and in doing so he shows up a 
gap in our management lan- 
guage. “Organisation strategy” 
is modi too left-brained and 
coldly rational a phrase to 
describe the hot-blooded and 
emotional - process that is 
under way at BP. ft is about a 
management team searching 
for a new identity, a new phi- 
losophy of management, a new 
“mfrtgton " 

A much better phrase to 
describe Project 1990 is “mis- 
sion planning-” 

BP is in the process of 
thrashing out a new mission. 


where mission includes pur- 
pose- (why does that organisa- 
tion exist?), s t r ate gy (how will 
the organisation excel?) values 
(what do ire believe in?) and 
behaviour standards (what are 
omr.tcu 

As more leaders recognise 
the importance of values of 
emotional commitment in 
organisation success, “strate- 
gic planning* is increasingly 
being replaced by the more 
holistic “mission planning” 
approach of Prefect 1990. 
Andrew Campbell, 

Asbridge Strategic Management 
Centre, 

17 Portland Place, W1 


Missing out on talent 


From Mr Raymond Nottage. 

Sir, Ton report (March 84) 
that a civil service scheme to 
recruit junior managerial staff 
from other employers for the 
first time has no t ri gnHfam fly 
improving the pool, of tale nt 
avaflahte to departments. 

Readers familiar with the 
1853 Northcote-Trevelyan 
Report cm civil service staffing 
wiu not be surprised. I quote: 

“A young wan who has not 
made trial of any other profes- 
sion will be induced to enter 
that of the civil service by a 
much more moderate remuner- 
ation than would suffice to 
attract him a few years later 
from the pursuit of one In 
which be had ov er co m e the 
first difficulties and begun to 
achieve success; while to 


attempt to fill the ranks efthe 
civil service with those who 
had failed elsewhere, and were 
on that account willing to 
accept a moderate salary, 
would be simply to bring it 
into discredit. It cannot be 
doubted that, even In the 
absence of proper precautions 
for securing good appoint- 
ments, it is mere probably that 
a fair proportion id eligible 
men will be found among a 
number taken at their e n trance 
into life, particularly if pains 
be bestowed upon mem after 
faAh- appri n fa nwi ^ than among 
an equal wmwbwr lalmq after 
some years of unsuccessful 
efforts to open another ih» for 
themselves?* 

Raymond Nottage, 

London, NW3 




Glass turns in 
good figures on 
recycling 

Freon Dr W.GJL Coo k. - ■ 

Sr, ft was d i sappoin ting to 
see you doing down the ongo- 
ing success of British glass 
recycl ing in t he waste manay- 
munt survey (Industry and the 
Environment, March 16). 

O ntdated ■te t fe rir* suggested 
a national glass recycling rate 
of 9 per cent whereas we esti- 
mate that 1990 returns will 
show a glass recycling rate of 
more than 20 per cent 

Furthermore, fa«™vn to Brit- 
ish Glass publicity surround- 
ins: bottle frank* . Gove r n m ent 
legislation and a commitment 
by local authorities, supermar- 
kets and other organisations to 
site bottle banks, we are now 
catchi ng up with other major 

Wtthalmost 4 £00 bottle 
hanks already in place, we are 
well an. course to beat the Gov- 
ernment's target of siting 5^)00 
bottle banks by the end of 199L 

We should also remember 

that Britain haa m fariiwt! v er y 

much larger multi-trip glass 
bottle simply systems for mOk 
a nd bee r than other European 

<*fl nnWftiL 

' Almost 50 per cent of all 
drinks in tMa country are «tiTi 
delivered in this way, avoiding 
fi t te r and waste, and reducing 
tnwrg y cons u mption. When 20 
per cent recycling of one-trip 
giaag bottles is nrifferi . Britain’s 
environment performance 
through the use of glass sud- 
denly looks good rather than 
just mediocre. ... 

W.CLA. Cook, 

Director General, 

British Glass, 

Northumberland Road. 

Shtfmd . . 


Export credit insurance is playing a vital role 


From Mr Peter McGregor. 

Sir, I cannot understand 
what Mr Adrian Hewitt of the 
Overseas Development Insti- 
tute (Letters, March 26) Is 
going on about. Does be want 
to see development in the 
developing countries or not? 

if such development is to 
taka place, credit will probably 
be required and this will not be 
forthcoming without export 
credit insurance. It is because 
of this problem, among others, 
that our members are cur- 
rently doing 85 per cent of 
their business with developed 
countries. It was not always so 


in the past. 

ECGD and its imi t ato rs in 
other countries were set up to 
take some of the risk which 
Individual comp a nies could not 
afford to carry and where the 
insurance could not be effected 
on the private market This sit- 
uation has not changed. 

When we greeted with some 
relief the denfatan to allow the 
Projects Group of ECGD to 
continue to exist, we expressed 
doubts about the practical 
arrangements set in {dace by 
the Treasury with the object of 
making sure that it had. no 
chance to do its job properly. 


We were, told that we were 

ti^Ca^^w^^sre beginning 
to emetse show that the effect 
of SefiSdftilly titled Portfolio 
Management System imposed 
on ECGD by the Treasury 
seems likely to mean that if a 
country qualifies for aid it will 
be deemed to be too big a risk 
to quality for export credit 
insurance other than at quite 
extortionate rates. 

There is no sign that other 
European Community conn* 
tries win follow this “lead.” 

If they do not, the Treasury 
will have succeeded once more 


in shooting the economy in the 
foot But tf they rimM follow 
it, the people who will really 
suffer will be those tu the 
developing countries with 
whom no one with professional 
construction contracting com- 
petence will wish to do busi- 
ness. 

Is t his what Mr Hewitt 

wants? 

Peter McGregor 
Director General 
The Export Group far the Con- 
structional Industries, 
Kingsbury House, 

King Street, 

London, SW1 


Where could you 
find 140 million 
consumers within 
a day's drive? 


In the same place that has easy access to the 
rest of C ana da and the North American market 
with three tunes the LIS. after-tax profit. 

In the same place where the world’s fastest 
in d ust ri al growth occurred between 1984 and 
1988. 

And in the same place where British 
companies have already invested four and a half 
billion pounds. 

Ontario, Canada. 

Whether you’re considering expansion, 
overseas or simply i n ves tm ent, Ontario means 
business an a large scale. 

In a place the size q£ France and Spain 
combined, the likes of IBM, British Tfeleoom, 
Sharp, Tbyata and Allied-I^ans are thriving 
alongside the smaller and middle-sized 
companies ygfaiefa annially a erriamt far the 
majority of industry 

Whilst North America is roughly the same 


size as Europe in terms of buying power, it is 
already ‘open for business' as a single market 
moving toward genuinely free trade. 

Ontario makes good business sense and 
from the sleek, sophistication of cities like 
Ifaanto to the vast, unspoilt wilderness, the 
standard of life here is refreshingly high- 

Don't just take our word for it, see for 
yourself (it'll cost you a stamp, not an airline 
ticket). The final decision is up to you. If you're 
going to make it, make it in Ontario. 

I Please send ug a bgodmrc telling me how to make it in 1 
! Ontario. 


Company. 


Complete and send to: Business Development Branch, ■ 
Government of Ontario, 21 Knightsbridge, V 

London SWlXTEKlfeb (0112451222. Jo 


London SW1X 7D£ Tfcl: (01) 245 1222. 
Altcmativrfx fax your business card 


259666L 



Make it in 


Ontano 


Canada 
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GATT PANEL REPORT 


Japan scores victory over EC on duties 


By WUnam DulHoree in Geneva 


JAPAN has scored a 
resounding victory in Gatt in 
its wwnp wign against the Euro- 
pean Community’s decision to 
impose anti-dumping duties on 
"screwdriver” assembly plants. 

The extent of Japan's suc- 
cess became evident yesterday 
when the fall report of the dis- 
putes panel on the Japanese 
complaint was circulated to 
Gatt members in preparation 
for the council meeting on 
Tuesday. 

The panel has ruled unequiv- 
ocally that the duties imposed 
on Japanese electronic type- 
writers and other products 
assembled in the EC are incon- 
sistent with Gatt rales. 

The panel also decided that 
the undertaking the EC has 
forced on Japanese companies 
to ensure that at least 40 per 
r**nt of parts used in assembled 


products should come from 
outside the exporting country 
is Illegal trader Gatt. 

If the panel’s finding s are 
approved by the Gatt council, 
Brussels will have either to 
abandon or drastically revise 
rules to prevent exporters from 
circumventing such anti-dump- 
ing duties by shi pp in g materi- 
als and parts to be assembled 
in the Co mmunit y, 

An exporter “dumps” when 
he sells a product abroad at a 
lower price than that for which 
he sells it on his home market 
In such cases, Gatt’s anti- 
dumping code allows import- 
ing countries to impose puni- 
tive tariffs to protect domestic 
producers, but Gatt officials 
see the recent spread of anti- 
dumping legislation among its 
members as a disturbing recru- 
desence of protectionism. 


Gatt’s delegates expect a 
hpfltpd discussion in the coun- 
cil on Tuesday. Japan has wot 
the first dispute it has brought 
for settlement to Gatt, but may 
stffl have to fight to have the 
panel's findin g” adopted in the 
Gatt council which acts by con- 
sensus. However, it would, be 
difficult for the EC, which has 
in the past chided other coun- 
tries, in rinding the US. for not 
implementing Gat* findings, to 
block a ruling against itself if 
the large majority of the coun- 
cil votes in favour. 

The EC will block approval 
and is likely to win support 
from the US and Canada which 
argued during the panel hear- 
ings t hrt m iutinanoaato ’ new 
mA Hinds of manufacturing in 
several geographical locations 
should not deny importing 
countries the means to prevent 


dumping. Australia, Hong 
Kong, South Korea and Singa- 
pore have strongly backed the 
Japanese complaint 
After receiving the prelimi- 
nary report, Brussels warned 
the panel that its rulings could 
set dangerous precedents: they 
would make all government 
measures against evasion' of 
taxes and customs duties ille- 
gal under Gatt, 

EC officials said yesterday 
that the panel had left govern- 
ments with no legal way of 
solving the problem of circum- 
vention of anti-dumping duties 
by exporting companies. Brus- 
sels had based its defence on a 
Gatt article allowing govern- 
ments to take steps to ensure 
compliance with regulations 
that are not inconsistent with 
Gatt provisions. The panel 
made a distinction between 


Hurd calls for full French role in Nato 


By Ion Davidson In Paris 


MR DOUGLAS HURD r 
Britain’s Foreign Secretary, 
has urged that France should 
once again become a fan par- 
ticipant in the defence of the 
west in any new arrangements 
emerging from the rethinking 
of Nate's role. 

•Out of that rethinking," he 
mid yesterday, “It Is important 
that there should be fan, fall 
French participation in the 
new arrangements.” 

Mr Hurd's remarks were an 
Anglo-Saxon prfsn to Wi rnnumtn 
maiia aw television last Sunday 
by Mr Francois Mitterrand, 
when the French President 
referred to the prospective 
adjustment of Nato strategies 
and the need far more Euro- 
pean riafenra arrang ements . Mr 
Mitterrand explicitly acknowl- 
edged that “from now on the 
forms the content of Nato 
will be profoundly modified,” 
as If thta might after an malm 
a difference to French defence 

tWnHny 

Mr Hurd, speaking in Paris 
after a regular meeting with 
Mr Wnianri Dumas, the French 
Foreign Minister, would not 
say whether tills question had 
been discussed between them. 

However, he repeatedly 
underlined the usefulness of 
his increaringly frequent meet- 
ings with Mr Dumas, and the 
closeness trf British and French 
views ot many issues. 

For nearly a quarter of a 
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British Foreign Secretary Douglas Hurd (right) meets French 
Fanetgn Wiririff HnianH Dumas in Paris yesterday 


century, France has been the 
odd man out in Nato. 

hi 1968, President Qlmdai de 
Gaulle tobk the country out of 
the i n tegrated military struc- 
ture of the Alliance after a dis- 
pute with the US and the other 
member states over Nato’s 
nuclear doctrine. In political 
terms, however, it has 
remained a loyal member. 


Mr Hurd said the west must 
rethink the fixture of Nato in 
response to the changes in 
east-west relations. 

Some features of the Affi- 
ance should remain perma- 
nent, such as the presence of 
British and US forces on the 
Continent, but it would be neo- 
essary to reconsider Nato’s pol- 
icies, iln ri rinpB awri 


The implication of his 
remarks yesterday is Wmt riw 
transformation of east-west 
relations, th» copse qu BBt 
adaptation of Nato’s mratary 
doctrines, should create 
opportunity for a rapproche- 
ment b et w e e n Fiance and its 
Nato allies. 

Behind Mr HunTs comments 
was the assumption that, in 
the new circumstances of 
Europe, with sharply reduced 
Soviet forces In eastern 
Europe, Nato wfll not be able, 
or will not need, to sustain its 
existing doctrines of forward 
rieftancH at the West am i m b 
frontier, and the readiness to 
be the first to use nuclear 
weapons. 

The 1966 dispute was over 
Nato’s adoption of the new doc- 
trine of "flexible response” 
with nuclear weapons, which 
appeared to General de Ganlle 
to be a weakening of the previ- 
ous doctrine of massive 

lmrJcar TwfasHsstlwn. 

Subsequent French govern- 
ments have repeatedly ruled 
out any return to the inte- 
grated military s tru c tures of 
Nato, largely no doubt because 
the . GaulUst doctrine of 
national Independence 
proved politically popular and 
has appeared to preserve 
Erimoe from the emergence of 
any sig nifican t anti-nuclear 
protest movement 


Violence 
flares again 
in Natal 
townships 


By Patti Waldmelr 

In Johannesburg 


EC allows UK to pay power subsidies 


By Lucy Kellaway in Brussels 


A LAST-MINUTE upset to the 
nH wii iinitiftn of the UK elec- 
tricity industry was narrowly 
averted when the European 
Commission gave its permis- 
sion. for the payment of nuclear 
power subsidies. 

The decision yesterday, the 
subject of modi disagreement 
among commissioners, was 
t»iggn finally on the grounds 
that the privatisation of the 
industry would help competi- 
tion within the European 
energy market 

It win come as a consider- 
able relief to the UK Govern- 
ment, which plans to Introduce 
the new electricity market on 
Saturday, the “vesting day” 
when the Industry In En gland 
and Wales will be transformed 


into 16 new companies. The 
threatened delay could have 
caused Whitehall a great deal 
of embarrassment 

Some commissioners were 
opposed to any further subsi- 
dies being granted to the 
nuclear industry, while others 
argued against the plan ot the 
grounds that the UK was being 
given more favourable treat- 
ment an state subsidies than 
recently given to other mem- 
ber states. 

ft was even felt by some that 
the Community should not be 
subsidising the nuclear indus- 
try at alL 

Three different types of 
nuclear aid woe agreed: 

• A £&5bn (Wbn) guarantee 
against decommissioning costs 


of nuclear power st a tio n s; 

• A "nuclear levy” worth 
some £L15bn a year over eight 
years, under which consumers 
of fossil fuel electricity wfll 
subsidise nuclear electricity; 

• A debt write-off of up to 
£L4bn for the Scottish unclear 
industry. 

In a separate decision yester- 
day, p ermi ssion was given for 
payment of large amounts of 
aid to the British coal industry. 

Bulk coal contracts between 
the new el eclrldty companies 
and British Coal - the subject 
of a complaint from wmall UK 
coal producers - have yet to 
he approved. However, officials 
said these contracts were likely 
to be approved shortly. 

The decision to allow the 


payment of the nuclear old was 
failran in 6 m Hiiiiut of general 
efforts to open up the Euro- 
pean energy market 
In justifying its decision, the 
Com miss ion said the UK sys- 
tem bro ught competition into a 
previously closed system and 
increased the transparency of 


It also said Brussels had won 
concessi o ns from the UK Gov- 
ernment on ensuring fair 
access of Eksctcicitd de France 
to the UK market, and In 
reducing the period of approval 
for the nuclear levy to ei ght 
from 15 years. 

The p rogress of aid paid over 
for decommissioning would 
also be monitored carefully by 
the Commission, it wyiri . 


Bid to smuggle 
nuclear triggers 

Continued from Page 1 


Lithuania rejects Soviet talks 


can trigger the primary explo- 
sion in a two-stage thermonu- 
clear device," said Mr Mulhol- 
fin. 

• Speculation was mounting 
yesterday over possible links 
between the Iraqi missile affair 
and the assassination In Brus- 
sels last Thursday of Mr Ger- 
ald Bull, 62, a Canadian rocket 
scientist and arms dealer who 
founded Space Research Corpo- 
ration, a company that was 
last year link ed to Iraq’s net- 
work of European companies 
that were supplying missile-re- 
lated technology with finance 
from the BNL loans. 


Continued from Page 1 

with Moscow without such a 

guarantee. 

Mr Gorbachev apparently 
raised an opportunity for direct 
contact with Mr Landsbergis in 
a speech on Tuesday night in 
which he called a meeting of 
the Federal Council for tomor- 
row. The council is an advisory 
body, created as part of the 
new presidential structure, 
which embraces the presidents 
of all 15 Soviet republics. 

Mr Landsbergis, however, 
now considers himself the pres- 
ident of a sovereign state, not 
of a Soviet republic, following 
Lithuania's rati on of inde- 


pendence on March 11 - and 
thus would not naturally be 
part of Mr Gorbachev’s coun- 
cil. However, Mr Kuznitskas 
hinted that the Lithuanian 
President might be tempted to 
attend if Moscow gave a dear 
pledge against further military 
action and if Mr Landsbergis 
was given an indication that 
the talks would make “pome 
progress.” 

The Lithuanian deputy also 
suggested that Soviet recogni- 
tion of Lithuania’s indepen- 
dence might not be a precondi- 
tion for preliminary talks. 
Such tflTkfl. he said , could deal 
specifically with defining the 


role of Soviet troops in the 
republic and with the question 
of border security. 

Discouragingty, however, 
both Mr Knznltskas ana 
another Lithuanian deputy 
returned to the republic from 
Moscow last night, where they 
had fruitlessly sought talks 
with Soviet authorities, saying 
they had met no willingness to 
open discussions. 

Diplomats in the Soviet capi- 
tal also expressed dismay at 
the appare n t larit of political 
win in Moscow for early talks. 
Most felt that Mr Gorbachev 
was content for the time being 
to play a writing game. 
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It would enshrine the frag- 
mented state of the Commu- 
nity's stock markets, reducing 
the liquidity demanded by 
large inves to rs. 

The French idea, he said, 
was not based on what the 
market’s users wanted but 
reflected regulatory and tech- 
nological considerations. He 
drew a parallel with the suc- 
cessful development of the 
Euromarkets for debt instru- 
ments, which had grown on 
tiie back of demands from 
users rather than "from a glim- 
mer in the eye of a national 
regulator." 

The London exchange has 
been promoting the idea of a 
market modelled on its own 
relatively unregulated SEAQ 


International, which already 
trades more shares each day 
than fh ft dwu p stik? market in 
London. 


Mr Hugh Smith suggested 
yesterday that a UK-German 
market would draw ot comple- 
mentary strengths. London 
could contribute technical 
skills in developing run- 
ning markets, as well bring ing 
to the market big UK-based 
intermediaries, fond managers 

and arn i p anlaa. 

Germany, by contrast, had 
skills in m i g rat in g stfHHmrt set- 
tlement systems that have yet 
to be developed in London, 
while the in vestmen t power of 
its banks would be Important 

to tD0 A'j rt of tbs UtBl* 

ket 
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“evasion” and “avoidance." 

Penalties could he imposed if 
a company's action was dearly 
an attempt to evade duties 
which were legitimate under 
Gatt But a co m mercial act by 
an enterprise to avoid an obB- 

fi fl tiP U f psm miming Into Brin . 

tease - by importing a substi- 
tute product not liable to duty 
or by transferring production 
to tiie duty-levyfag coun- 
try - was possible under Gatt, 
the panel ruled. 

In their submission to 
panel the Japanese stated 
dearly that increased invest- 
ment by their campardes in the 
EC had been motivated by sev- 
eral factors. Including avoid- 
ance of import restrictions, 
locating production closer to 
markets, appreciation of the 
yen and concern about effects 
of the 1998 single EC market 


A mixed catch 
for Kingfisher 
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The 'full year figures from 
Kingfisher are genuinely 
impressive, with underlying 
earnings cm 15 per cent in the 
teeth of a consumer d ownturn . 
But the market, in its perverse 
way, is now asking where the 

company goes from here. The 
central issue is stiH the Dixons 
bid, on which the MMC is due 
to rule in a month's Hn» The 
betting is still against King- 
fisher getting clearance; and 
the company » naturally keen 
to stress that it might not pro- 
ceed even If allowed to. 

But it is otherwise hard to 


Kingfisher 


Share price ratafee to the 
FT-A AS-Stwre Max 



SOUTH . African police sent 
refaf a r c e m en ts to Natal yester- 
day where rival Mack factions, 
ignoring recent calls for peace 
from Mr Nelson Mandela and 
other leaders, dashed fa some 
of the worst fighting the prov- 
ince has seen ht three years of 

In a second day of violence, 
thousands of blacks armed 
with gnus, spears, knives and 
chibs fought. In the densely- 
populated black townships 
outride the Natal provincial 
mfHal Wn twisuiffejsiii^ 

“St almost looks as though 
the whole area is burning,* 
said the local police spokes- 
man, ssdsHnf r that police rtin- 
fore e ments fem nearby Dur- 
ban would assist troops and 
polks sent In to quell violence 
an Tuesday. 

Over ttie past two days, at 
least U people have been 
killed and more than 60 
wounded in fighting which 
local repo rt e rs describe as the 
most widespread In the three- 
year conflict be tw e en groups 
loosely allied with Inhatha, 
foe Zulu movement beaded by 
Chief Buthelezi, and the 
United Democratic Front 
(UDF), an ANC affiliate. As 
many as 3,000 people are 
behaved to have died since the 
dashes began tinee years ago. 

Last February, the Govern- 
ment sent ljOOO soldkrB into 
the province to reinforce a 
600-atnmg contingent already 
in place. But neither the addi- 
tional m anpo wer msr anneals 
for calm from Mr Nelson Han- 
tfefa, deputy KesUent of the 
Afr ican National Congress 
(ANG% and Chief Mangosutfau 
Bufisilcai, leader of the Inka- 
tha movement, have been able 
to restore order. 

The townships around Pie- 
termaritzburg and Durban 
have seen the worst of the 
wave of unrest currently 
sweeping Sooth Africa. More 
than 350 people have died in 
the six weeks Since Mr Man- 
dela’s release from prison, the 
majority of them in Mack-on- 
Mack violence in NataL 
The mobs which ranged over 
the Natal UQBs yesterday, set- 
ting fire to at least 130 houses, 
seemed In no mood to heed Mr 
M a n d eb* , who last month vis- 
ited the province and appealed 
to the fafSmm to throw their 
weapons into the sea and 
itmkn peace. 

The reported death toll in 
the current fi ghting 1 is not 
high by the standard of recent 
d as hes , but observers expect 
the number of dead to rise as 
more bodies are brought oat of 
the townships. 

It was amMnmced on Tues- 
day that Mr Mandela and 
Chief Buthelezi, Chief Bfinlster 
of the KwaZulu black home- 
land, would meet to seek an 
end to foe Natal car na ge. Mr 
M a ndeb* would also haM sepa- 
rate talks with gang Goodwffl 
ZweVilit»ii i Hw Zulu monarch. 

However, the two sides 
appea r to lie having difficulty 
firin g a date for the meetings 
and community work e rs say 
they doubt whether a peace 
agreement between political 
leaders would be safndemt to 
stop the kflltny . 

They note that what began 
as « con- 

flict between the radical Un? 

and ihp mime usadmwtisi TnVm- 

tha had degenerated to the 
print where revenge and para 
criminality accounted . for 
many murders. It was unclear 
whether either side owed suffi- 
cient allegiance to Briitlcal 
leaders to obey a caStolaj 
down arnw. 

• President F W de Klerk of 
Sooth Africa confirmed yester- 
day that he woold visit a num- 
ber of European capitals as 
part of a foreign tour, includ- 
ing a meeting with Mrs Mar- 
garet Thatcher, the UK Prime 
Jfinteter, In May or June. 


being repeated. Tim fall in prof- 
its at Comet -at 30 per cart, 
closely in fine with that fore- 
cast for Dhums - may be hard 
to recoup.' The margins 
im p rovement at B&Q and 
S u perdr ug most be finite. Praf- 
tts from property ^ development 
- still largely dependent on 
the retail market - may not be 
sustainable. Excluding prop- 
erty, ma rket ex pectations for 
wntihigig growth are now down 
in low single figures, putting 
the shares at 289p on a multi- 
ple of under IQ. 

The company meanwhile 
insists that UK retailing is suf- 
fering not from a mere cyclical 
downturn, but from longer- 
term structural imbalances 
which make it necessary to dis- 
criminate carefully between 
growing and declining mar- 
kets. It is doubtless trim, as 
rfsshwwi, that DIY and electri- 
cal retailing still qualify as 
gr o w th areas; and even if the 
immediate outlook remains 
murky, it is hard to see the 
shares as expensiv& But the 
paradox is that if Kingfisher to 
denied Dixons - or turns it 
down — the may sfanr 


1987 88 


89 90 


pfy fall back on wondering 
what it might go for next 


figures were frankly rather 
duIL True, tire £9m swing into 
the red in power co ntrac ti n g 
tells modi of the story behind 
the reduced Impetus of 
Hawker’s taxable profits, 
which rose 10 per cent to 
BMtfisn. Subtract from the lat- 
ter figure Hawker's E3m of cur- 
rency gains and £5m of extra 
profits from the new pensions 
accounting regime, and the 
underlying growth looks 

weaker «hh 

The key print to that just at 
the same time as earnings 
momentum to slowing, Hawker 
to spending more. Capital 
expenditure, at about £87m, 
has shifted on to a new plateau 
of about 1.7 times depreciation, 
about U times in the 
mid-1980s; and the £157m of 
spending ot acquisitions last 
year to just a start Hawker's 
strategy looks right, but in the 
short term one can see the 
shares reflecting the extra 
strains on r e sour ce s and the 
closer possibility of a rights 
Issue. 


pressure. On last week’s 

X rted profits the current 
1 reprsents a multiple of 
under eight Even stripping out 
the SSAP 24 pension benefit 
tire rating rises only to 10. If 
one g en erously allowed Leuca- 
dia its doubts about tire Brazil- 
ian profits, the multiple would 
still be a mere 1K5. And that 
would jTy**nf*c nothing for tire 
potential benefits of patent 
income from the g roup’s fleod- 
ble manufacturing systems. 

Admittedly, such income to 
subject to the slow and unpre- 
dictable grind of the US legal 
system. But it may well repre- 
sent an underlying reason for 
the renewed bidding interest 
Unless it to prepared to pay a 
good deal more, Leucadto could 
easily find itself stranded with 
its 34 per cent stake. 
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Hawker Siddeley 

ft to hard not to sympathise 
with Hawker’s hold rethink of 
its destiny. The relative stag- 
nation in its profit margins 
since the mid-1980s, during 
wbkfatinreite8aies hove- been 
growing at barely 8 par cent 
each year, have suggested for 
some while that something . 
radical wasoverdueif Hawker 
was to ensure its future in 
world electrical markets. For 
the time being, though. 
Hawker’s gearchange from 
d efensiv e cash flow generation 
into a new acquisitive mode 
may keep its sbaras tradi ng at 
around their present sub-aver- 
age multiple of 10 times 1S69 
earnings. 

Yesterday’s 1989 results 
already show how Hawker’s 
character to bring altered. The 


Molins/Leucadia 

Outsiders must wonder what 
it to about Mollns that has 
attracted three bids and one 
at te m p te d man a gement buyout 
in tire past 4% years. Institu- 
tional shareholders, particu- 
larly M & G with 1&8 per cent, 
have stayed loyal throughout 
«i< i have no real reason for 
regret Over Hie teat five yeai& 
Matins’ shares have performed 
almost exactly in line with the 
FT. ’ All-Share Index. It seems 
doubtful whether shareholders 
will be any more welcoming to 
Leucadto man they were to Sir 
Ron Brierley, particularly as 
they rejected an earlier bid 20 
par cent higher than tire cur- 
rent (me. 

Matins has reshaped both Its 
management team and its 
tobacco machinery business 
over the yean, and probably 
deserves a break from the bid 


Bo water 

For the past three years, tire 
Bowater share price has gone 
sideways relative to tire mar- 
ket as investors have dithered 
between the claimed foc us of 
the group and the perceived 
illogicality of its structure. 
Judging by yesterday’s fall 
year figures, they would do 
better to concentrate on the 
mar gins being wrung out of 
the "business. In the second 
half, group marg ins for con- 
tinuing oper a tions went from 
&2 per cent to 9J percent; and 
in tire particularly vexed area 
of n»rfns«rh«g_ the figure dou- 
bledto a4 per cent over the 
year. 

This year’s profits increase 
should be at least 10 per cent 
at the pre-tax level. After dilu- 
tion from the Norton Opax 
acquisition, earnings pa share 
growth could be a mere 6 per 
cent, putting tire shares at 479p 
on a multiple of under right 
The market to pardonably ner- 
vous of gearing at 180 per cent 
due to Norton Op—t, but tMa is 
promised to come down to 100 
percent fate year t h ro ugh dis- 
posals and wwli flow. TJVt% its 
model BTR, Bowater to not 
afraid of gearing an d eve n if it 
does not yet deserve BTR’s rat- 
ing, it is starting to give a cred- 
ible imitation of its methods. 


Tillinghast 

Tfllingbast, the consulting 
actuaries apprinted by London 
United Investments (Lex, 
March 27X prints out correctly 
that its review test year was 
confined to LUI subsidiary 
Walbroak, El Faso Insurance, 
Desert Insurance and LUI 
Insurance Syndicate Inc. Tmin- 
ghast does not accept that its 
cqnriuafons as to reserving prir 
foies applied to the LOT group 
as a whole. 


1989 Results 


lb 31st December 

1989 

£m 

1988 

£m 

Change 

Turnover 

287.2 

206.8 

+39% 

Profit before tax 

17.4 

13.6 

+28% 

Earnings per share 

6.86p 

6-04p 

+14% 

Dividends per share 

2.86p 

2.60p 

+10% 


CCWe are pleased to report another 
year of progress for the Group, 
achieved against a background of 
unsettled trading conditions... 

4 . .earnings per share improved by 
14% despite the issued share capital 
increase of 30%. .. 

This is an excellent outcome for 1989. 
.. .we have -a strong position in several 
business areas and with this in mind we 
believe we can continue to produce 
favourable results in theJuture.35 

Professor Roland Smith, Chairman 
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Edelman gives up the 
Storehouse chase 

Asher Edelman (left), the 
American arbitrageur 
who for months stalked 
Storehouse, Sir Terence 
Conran’s- retail group, 
‘has cut his stake.in the 
group: to below the 5 per 
cent notifiable level. In 
June test year Mr EdeL 
;. man built up his stake to 
8.1 per cent and talked 
of a bid. valuing Store- .. 

house at £755m (SlJZbnt. 

But his tacttcs bacMired and he is thought to 
have made a sizable loss. P^ge 27 

Mofcsh and dhnw 

The prospect of PT Inco.the Indonesian nickel 
producer, being floated on domestic stock 
exchanges has met with such a warm 
response that the target price for the flotation 
has been raised, loco, the Canadian group 
which owns 20 per cent of PT Inco, now stands 
to collect about $2S0m. Page 23 


dosed doors 




The stone Horn stand guard over the tradt- 
tionai English interior of Aquascutum’s flagship 
store in Regent Street Nothing seems to - 
change. But behind closed doors a string of 
fundamental alterations is In progress. Includ- 
ing the share structure which has protected the 
company-from hostile takeover. 


Boating the North-South divide 

in the plains of northern Greece, rows of neatly 
pruned pear trees stand beside humming irri- 
gation pumps in Helds of sugar beet This Is 
Greek agriculture at'fts most competitive. Fur- 
ther south, however, the picture is somewhat . 
different Kerin Hope reports. Pigs 34 . 


Grand plan for PIHsbury 



Hie PIHsbury doughboy 
Is being put on a strict 
diet Grand Metropolitan 
plans to cut operating 
costs at Its US subsid- 
iary by $15Qm over the 
next two years. PIHsbury 
has welcomed, the • 
moves. “Before Grand- 
Met ft was a bit like'*- - 
football game In which 
we had the ball, the 
team on the field, but no 
game plan. Now we 
have a game plan,” said 
one satisfied PIHsbury 
executive. Page 24 
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holds profits steady 


By K a f ha rino Cii Mpb oH In Frankfurt 


. COMMERZBANK the third 
tvlargest West German financial 
' institution,- yesterday repealed 
unchanged group total operating 
, profits 2cs\ : 1386. ntthflugh partial 
- operathig profits, which excl u de 
proceeds fromthebank’s own 
trading book, rose ELAper cart to 
.^mUVbn (J685m). .. 

* ' Hr Walter Seim). fWaf execu- 
' fore, said the dividend payment 

vouM be held at DM9, characteri- 
afag'last year’s rising Interest 
■ rate e n vi gnnm«mt »» ran extreme 
. strain.” ' ' 

■ Deutsche Bank, . West Ger- 
manv 's htggMt Twiife has already 
announced a D142 dividend 


increase, and Dresdner is also 
e xpe ct ed to Increase Its payout. 
Mr Seipp carefully hinted at a 
rise In 1990. 

The bank's total operating 
profits are estimated at DMLSbn, 
although It gives no absolute fig- 
ures. This year’s trading profits 
t her efore d e cl ined considerably, 
with dfffloilt conditions in the 
bead marten* apparently not com- 
pensated for in other areas, in 

spite of the high levels of activity 

in file equity market, especially 
towards fixe end of the year. - 
Ket interest income rose by 
just 2.4 per cent at group level to 

TOBU Mhn, thongh tlw amrntl half 


of the year was better than the 
first six months. . 

All the saute, average margins 
fell again to 2-02 per c ent from 
2J5 per cent, and. were under far- 
ther pressure at the beginning of 
firis year. ... 

. Analysts say the balance sheet 
restructuring undertaken last 

E nhmiiii maim that conthm- 
high interest rates should 
leas of a toll in. coming 
months. 

Meen while, group fee income 
rose 203 per cent to DMUtJbn. 
The bank said bond writedowns 
at parent level of DMSOOm had 
been more than compensated for 


by extraordinary sales of bonds 
and shares. They that iftk 
would again be the case this 
year, even if Interest rates main- 
tained their current high levels. 

Once the 1 <h *w m ur l vate bank 
cm what is now Bast German ter- 
ritory, fln m wBT Tjv mif anticipates 
spending about DM50m establish- 
ing its first 10 East German 
branches as soon as the neces- 
sary changes are in place. It 
could have 30 branches within 18 
months. 

Brushing «<rf«iw rumours that 
Deutsche Bank is potsed to taim 
over the entire East German 

i Mw wwe fal lemWng Wj t i i f nrk , lir 


Seipp said Mr Horst Kaminsky, 
the current head of the state 
bank in Berlin, had given assur- 
ances that there would be equal 
wiMiwp o ggortua Maa 

• Deutsche Bank has raised par- 
ent bank net income for i960 by 
23' per cent . to DMl.Olbn from 
DM825m In 1968, AP-DJ reports. 

The bank's su p ervi sory board 
approved an increase in file 1989 
dividend to DM1400 a share from 
DM12.00. 

Results in detail are due out 



. Tp Ms week's etidt at Lon- 
I ... don United. Inve s tments 

A . (LDDand the order bytfce 
Department of Trade and Indus- 
try to Walbrook, LUTs main 
insurance underwriter, to. stop 
w r iti n g new business bad an 

immediate impact abroad^ - 
“Vito Florida, -for instance, where 
Walbrook had written a lot of 
medical mafaritetice insurance 
Mr George McCleary, exec u t i ve 
vice-president cf Emergency Med- 
ical Services of Fort Lauderdale, 
which supplies doctors to local 
hospitals, d onr. ’ ri b o d the st to a t ton 
- as "sc ary" . -Hie wnpumrineii that 
Walbrook was still paying claims. 
“We're watching fire wires and 
we’re very concerned,” Mr 
McCksaxy said. 

In London meanwhile the 
inkurance industry is wafting for 
. a. report by TnTfag haat. the con- 
sulting' actuaries. Tbiawffl reveal 
how ter six other LUI subsid- 
iaries are short of reserves to 
meet claims expected from US 
'BabOtty business. A preUmfaaxy 

report hy TflHng hast led to a sns- 
P»wdm> cf payments by file six, 
the DTE order to Walbrook, and 
the suspension of LUTs shares. . 

. , LPIand ifa subslittarteft are not 
fiiw first in London to softer from . 
insuring US liability business. 
Ever dnee 1965 the results cf trig 
UK composites such as Royal 
Insurance and Commercial have 
been fait by losses Jn.tfae US. - 
Underwriting syndicates at 
LtoydVof London, the insurance 
market, have also ma d e lomee,. 
and-- syndicate -members have 
tried to ifrntt tJim n in court. 

Members pf Lloyd's .sy nd ica t e 
317/961 lj itHlf Outh- 

walte face JB04m~. 

(3486m). Another - syndicate. Pul- 
brook 90, estimates its ultimate 
losses from asbestos claims to be 
|250m. 

LUI has no connection with 
Lloyd’s bat insurance brokers 
fear that the LUI crisis, c oming 
on top of the Onlhwaite af fa ir 
and the Lloyd’s scandal s of the 
early 1980s, may make US insur- 
ers chary of bringing their busi- 
ness to the London market “For 
file Americans ft might be one 
scare too many,” said one broker. 

The problems have, a common 
origin: the sweeping ch ange s in 
liability insurance fa the US over 


The tricky waters of 
US liability insurance 

Patrick Cockbnm explores the crisis at LUI 



the ppat.JS years. Am e ric a n 
in s u rers were hit jbs well as Brit- 
ish bat the latter were particu- 
larly vulnerable because they 
specialised in provfxBbg excess 
insurance - omy to be triggered 
if losses reached catastrophic 
dimensions. 

Before 1966 risks - andpremi- 
nww — for this type of ex wy p i 
insurance were low. The sector 
predictable pr ofits ter 
But from the late 1960 b, 
according Mr Richard Stewart, 
former insurance cjonaatealouer 
of New York, now a consultant at 
Stewart Economics in New York: 
“an i n c re asi ngl y litigious society 
greatly expanded the the need for 
insurance to cover BaMMy suits 


and judgments.” British and 
American ins urer s have 

rtwnpfrrfnpri that flirfr InMM sm 

caused by unexpected and 
unmerited changes in US law and 
tiie way ft was in te rpreted by the 
cou rts . In reality, they were also 
beneficiaries of this change. Com- 
panies and individuals, fright- 
ened by the new legal risks, 
rushed to tosura IiabOity insur- 
ance faced «tnwplyi l» i nyAwMmit 
— jn contrast to mature markets 
for auto, homeowners and many 
types cf commercial cover. 

The danger for the insurers 
was that In these novel condi- 
tions they had little evidence 
about the level of claims to be 
expected. 


. Demand for liability insurance 
and the sire of court awards both 
grew test. By 1988, for instance, 
operators of day care for 

in 24 US states coold not 
operate without liability insur- 
ance. Some 75 per cent of doctors 
in one survey said they ordered 
more tests than necessary 
because they were afraid of a 
medical malpractice suit 
The fear is understandable 
given that out of 398 malpractice 
awards by courts in 1988 100 were 
for sums over Sim. A study of 
product liability cases in five 
states showed that initial ver- 
dicts in 30 per emit of cases were 
for awards of over glm. 

But the worst damage to the 


insurers came as a result of 
asbestos and environmental pol- 
lution. Asbestos claims in partic- 
ular continually forced insurers 
to increase their reserves 
throughout the 1960s. 
in January this year some 60j000 
asbestos claims were still pend- 
ing and new were coming 
in at up to L500 a month. 

Losses in US casualty business 
led most UK insurers to pull out 
of the business - or to take it 
on vary restrictive terms, 
in torn, increased the 
importance of HA Weavers, the 
LUI snhsidiaiy that was the larg- 
est .underwriting agent in the 
London market still prepared to 

fa Ira US hahfHty business. 

1985, Weavers had limited the 
terms under which it took on 
these risks; but the six subsidiary 
companies which LDI says are 
underreserved still have eiahnw 
naming fa from policies written 
in the early 1960s and before. 

By the end of the decade, as 
other companies and Lloyd's syn- 
dicates withdrew from US casu- 
alty business, Weavers continued 
to insure riwVn that unhfl d y riaa 
would take. 

Even now, ft is undear how 
well or badly Weavers was judg- 
ing the rides. According to Mr 
Peter Wilson, chairman of LUI, 
any estimate of the reserves 
ne ed ed to meet futur e claims 
remains “extremely subjective.” 
Claims have rimn fa fa the 
last year, and there are more of 
them. It might simply he, he 
says, that US courts are now pro- 
cessing such datum tester. If tw« 
is true, then ft could turn out 

♦hat — as elaliTMi www fa over 

the next few Hanariwa — the sub- 
sidiaries' reserves are more than 
adequate to meet t hem 

So ter, however, all those fa 
file UK who have dealt with US 
HahQity insurance - the Outh- 
waite syndicate, LUI, the compos- 
ites - have found that each pass- 
ing year has brought only bad 
news, ft remains to be semi if 
Weavers, now managed by Mr 
John Head of Anglo American 
Insurance, can take advantage of 
the continuing demand for this 
type of i nsura nce without becom- 
ing its victim. 

Additional reporting by Alan 
Friedman in New York. 


De Benedetti 
wins latest 
round in 
battle for 
Mondadori 

By John Wyles in Romo 

THE LEGAL pendulum y es te r da y 
swung for the first time reso- 
lutely away from Mr Silvio Ber- 
lusconi fa his battle with Mr 
Carlo De Benedetti for control of 
Mondadori, Italy’s largest pub- 
lishing group. 

The restoration to Mr De Bene- 
detti of a sequestered sharehold- 
ing fa Arnrf, the Holding com- 
pany with a bare majority of 
Mondadori’s ordinary stock. Is 
likely to increase Mr Beriuscon- 
E*s growing Int ere st fa —a tug a 
conflict which has become a Mi- 
ter clash at personalities and a 


Yesterday’s judgment fa Milan 
increases the pressure on the 
king of Italian private tdevfshm. 
Last week legislation was passed 
by one house of the Italian par- 
liament which would prevent Hr 
Berlusconi from retaining bath 
his three television networks 
and his interest fa Mondadori 
with its present range of newspa- 
per and publishing activities. 

Clr, Mr De Benedetti’s holding 
company, claimed yest e rday tint 
the court’s decision meant Mr 
Berlusconi would have to surren- 
der the presidency of Mondadori. 

The Milan judge suspended the 
mmfmTihig shareholders’ agree- 
ment by which Mr Berlusconi 
and bis allies were ride to take 
control of Amaf after the seques- 
tration of Cir*s 18 per cent hold- 
ing, which bad beat 
to the shareholder s* pact. 

At an Amef ordinary m o otin g 
called for April 23. Or will 
request that the company's pres- 
ent braid be replaced by one 
based on proportional represen- 
tation of shareholders. 

Cir, which owns an overall 27 
per cent of Amef, apparently 
believes that It could out-vote Mr 
Berlusconi's 87 per cent with 
support from the custodian of 
the 27.5 per cent stake owned by 
the Forman ton famfly.a 

The F ur me n tans triggered the 
fiir r ^ pi battle by switching their 
allegiance from Mr De Benedetti 
to Mr Berlusconi fa December, 
apepHw having signed an agree- 
ment to sell their Holdin g fa 
Amef to Or next year. 

The validity of this agreement 
has not been knocked down fa 
court and was the basis for the 
legal sequestration of the For- 
mento n shares at (fir’s request. 

Meanwhile, the majority of 
Mondadoti’s ordinary and privi- 
leged shares controlled by Clr 
s hould en sure a decision fa 
favour of a ca pit a l increase at an 
extraordinary shareholders* 
meeting tomorrow. This would 
take away AmeTs majority of 
ordinary stock and, 
the Berlusconi's camp’s 
of tiie publisher. 


Hawker Siddeley unveils 
sweeping reorganisation 


By Charfas 


Industrial Editor, in London 


HAWKER SIDDELEY, the 
diversified engineering group, 
yesterday unveiled a sweeping 
reorganisation designed to rave 
the way for a revitalisation or the 
group, after ft announced a 10 per 
cent mcrease fa pretax profits to 
£2G2m ($323m> for 1989. 

But the reorganisation falls 
short of the restructuring plan 
many expected. Dr Alan Watkins, 
chief executive, said the reorgani- 
sation of businesses into seven 
divisions, was intended to create 
more coherent business units. 
Increasingly ahle to control costs 
s"d develop long-run strategies. 

The company has appointed Mr 
Duncan Lewis, British Telecom’s 
fanner director of strategy far 
network services, to the newly 
created post of director of corpo- 
rate str a tegy and it is dose to 
recruiting a director for human 
reso u rce development. 

These appointments, combined 
with dearm management respon- 


sfhflitv for the main divisions — 
electric motors, electric power. 
Instruments and controls, bat- 
teries, aerospace and rail - are 
intended to lead to a thoroughgo- 
ing restructuring in 1990. 

Plans for rationalisation which 
are aimed at . cutting costs in 
some areas by un to 40 per cent 
wfllbe drawn up within the next 
four months. The rationalisation 
Is unlikely to lead to plant clo- 
sures hut will concentrate on 
improving manufacturing effi- 
ciency and reducing wasteful 
duplication betw e en the group’s 
disparate factories. Dr Watkins 
wild Some of the businesses fa 
the residual general engineering 
division would be sold in the 
coming year, he said. 

Although profits were below 
City expectations - the group’s 
shares closed at 629p down up — 
Dr Watkins said nmhtHr m fa 
double tiie group’s turnover in 
the next five years through 


acquisitions, [wrH m hf iy fa con- 
tinental Europe and organic 
growth, was unnhnmad. 

The group spent £I57m on 
affflri slttons last year, flmd e d by 
withdrawal from peripheral activ- 
ities and an increase in borrow- 
ings to 10 per cant cf sharehold- 
ers funds. But Dr Watkins did 
not role out the possibility that 
the group might eventually with- 
draw from some sectors. 

The group’s man 
businesses generated little 
growth last year. The increase in 
pre-tax profits from £183-7m in 
1988 was mainly doe to exchange 
rate movements, changes fa 
accounting rules for pensions 
arid um n a it y transactions. 

A £UL2m ris e fa tr ading profits 
fa its manufacturing businesses 
was alm ost offset by the £6m loss 
in pow er station contracting and 
a deterioration in the perfor- 
mance of its cable business. 

Lex, Page 20 


Thorn shelves defence disposal 


By Michael Skapink er in London 


THOBN EMI has abandoned an 
attempt to dispose of its defence 
electronics activities, although 
the group hopes to sell Systran 
Dormer Corporation, its US aero- 
space sub-systems and compo- 
nents subsidiary; to BET Electron- 
ics of California. , ,, 

Thom says it will now attempt 
to develop the bulk of its defence 
activities itself. But it does not 
rule art cme or two farther small 


defence industry, however, ft was 
not able to find a buyer wffling to 
pay the price it was 


Mr Juggy Pandit, Thom's cor- 
porate development director, said 

the British music, lighting and 
tecdiztalogy group, had t a lked to 
several defence companies in the 
UK, the US and continental 
Europe about buying its electron- 
ics business. 

With the downturn in the 


- believed to be in the regkm 
£300m<$48Qm). 

Mr Pandit said F e rr ant i Inter- 
national’s sale cf ports of its bust 
ness bad distracted attention 
from Timm’s attempts to sdl its 
defence arm. Among the camp* 
zdes Thom talked to was Thom- 
son-CSF, the* state-controlled 
French electronics group, which 
was at om point considered to be 
a poMihte buyer of Ferranti. ■ 

Thom says ft hops to com- 
plete negotiations to sell Systran 
Dormer to BEI by the end of 
ApriL Systran Danner’s manage, 
men* is also expected to have a 
state in the BEI acquisition. 

Systran Dormer, which has 


1,000 employees, had sales of 
S9Gm in the year to March last 
year. 


Mr Pandit said the c om p any 
had assets of between $40m and 
345m. He added that Thom would 
expect to agree a sale price some- 
what in excess of the asset vafae. 

Mr Pandit explained eaM that 
the US company accounted far 
about 20 per cent of Thom’s 
defence electronic business. He 
said that had Thom been able to 
get a good price far the remain- 
der of its defence activities, it 
would have sold them. 

“Oven tte state of the market, 
we’ve taken the view that we will 
now run the business and 
develop it ourselves. The order 
book is up on last year and iFs 
not a problem business,” he said. 


FIDELITY INTERNATIONAL 


GLOBAL 
INVESTMENT 
MANAGEMENT 
AT ITS 
BEST 


Fidelity is one of the world’s leading investment 
management organisations with a network of strategically 


Single-minded dedication to pcovkiiiig superior 
investment performance is the foundation of our business. 
With one of the largest buyside research teams In die world, 
the resources we commit to generating sound, original 
investment ideas are probably unsurpassed in the fond 
management business. 

And, because Fidelity is a privately-owned c omp any, 
we'iebeaera M e to invest to the people and systems toeacei in 
the future — a paramount consideration when choosing an 
investment manager: 

I* no wonder companies within the Fidelity 
Organisation together manage over $115 billion. 

For farther information, please contact Hilary Smith, 
Director, on 44 1 283 991L 
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Aker and Banesto reach 
deal on cement companies 


By Pel ar Brace in Madrid 
AKER, the Mg No 

rOTTlATlt ml flffjfiTWH* 

group, has finally reached 
agreement with Banco Espawd 
de Credito (Banesto), on break- 
ing op the Spanish commercial 
bank's extensive holdings In 
Vatendana de Ca man t o a Port- 
land and Sanson, Spain’s third 
and seventh largest cement 
producers. 

The two have been the main 
players In a battle tor control 
of Valenciana since last 
November when Aker, with the 
sup p ort at the Serratosa fam- 
ily, which manages and partly 
owns Valendana, raised its 
stoke to 2L9 per cent of the 
group. 

Thm blocked ambitious nbn« 
by Banesto to merge all its 
cement interests into a new 
industrial group. 

Banesto said this week it had 


add Its 3L9 per cent tedding is 
Valendana,- through the stock 
marke*, far more than PtoSBhn 
<$539m). The Serratosa family 
confirmed later that It had 
bought 10 per cent of the stock 
and that the rest had been 
bought by Vatenrianfl a n d affil- 
iates. 

Analysts said Aker could not 
have bought moro shares with- 
out triggering a formal take- 

in return, Valendana has 
sdd its direct bolding of LS per 
cent in Banesto, for some 
PtaSbn, back to the bank. 
Banesto will have to place 
these shares on the market as 
its treasury stock is already 
above the legal 6 per cent. 

The unravelling of the 
fiercely intertwined holdings 
that Valendana and Sanson 
have in various awnfahn 


been desig n ed to avoid having 
to make formal takeover offers. 
Analysts dose to Aker and the 
Serratosa family said yesterday 
that the division of the other 
companies involved could take 
place next week. 

At thfi mnwwgnt, Sanffl n and 
Valendana each own 50 per 
cent of Portland Iberia. Strain's 
tenth largest producer. This is 
Ubdy to go to Banesto, along 
with Cementos Morata de 
Jalon in Aragrm and Cementns 
de las Idas in the 
leaving it with a cement pro- 
duction cqwdt y of scone flgm 
tonnes a year. 

The Serratosas and Aker 
would take Valendana, Cemen- 
tos del liar in Catalonia, 
Cfementos del Attention in Sev- 
ille and Portland de Mallorca, 
with a pro du c tio n capacity of 
&6m tonnes a year. 


Operating profit 
rises by 13% 
at PKbanken 

By John Burton 

In Stockholm 

SWEDEN’S state-controlled 
PKbanken, the count r y’ s larg- 
est commercial bank group, 
yesterday reported a 13 
cent rise in group 
profit to SKtfL28bn (J53Sm). 

The bank said it could not 
forecast 1990 earnings because 
of its SKrSIthn mu riuwtp of the 

regional bank Nordbanken, 
which will be completad tills 
year with PKbanken assuming 
the Nordbanken mwi*- 

Interest income in 1989 
climbed by 17 per cent to 
SKi&65bn due to a 34 per cent 
rise in leafing volnme, particu- 
larly In foreign currency 
loans. 

Operating costs rose 17 per 
cent, reflecting a 34 per cent 
lump In credit losses to 
SKr692m. These included 
SKrTOm on loans to the West 
German retailer Co op, SKzSQm 
to Finland’s bankrupt WflrtaUft 

Marina and Slfrt Km on lremw to 
underdeveloped countries. 

The return on equity 
declined by three percentage 
paints to 17.3 per rant, due to 
costs of acquiring the state- 
owned Swedish Investment 
Bank last June and to lower 
profitability from operations. 


Ferrovial’s bid to acquire 
Cubiertas faces counter 


By Paler Bruce 

THE HOSTILE attempt by 
Ferrovlal, the privately owned 
Spanish construction group, to 
take over Cubiertas y MZOV, 
the second biggest company In 
the sector, took an unexpected 
twist yesterday when one of 
Cubiertas’ wain shareholders 
presented a second cou n ter-of- 
fer far the company. 

Officials at the Comlslon 
Nacional del Mercado de 
Valores (CNMV), the stock 

marfcrt mmmkrimi mW they 

understood the new bid had 
beat mads tov Bur. a Mmna n v 
owned by Juan and Jose Entre- 
canals s , which already has a 
123 per cent stake in Cuhfer- 
tas. Entra canalsa Is also am of 
Spain’s largest construction 
groups. 

Three days after Ferrovlal 
presented its takeover after to 
the CNMV on March 20. a port- 
folio company owned by 
Cubiertas, employees pres- 
ented a find counterbid. 

The commission has not 
released ite«n« at any at *iw 
bids but the Initial counter-of- 
fer is thought to have been 
designed to force Fenovial to 
Increase its initial bid to 100 
per cent of the c om p a ny . 

Ferrovlal currently owns 25.7 
per cent of Cubiertas, and is 


understood to have been trying 
to raise this to just over SO per 

Kit the commission, which 
was meeting yesterday to dis- 
cuss the teitint two bids, is 
thought to have serious doubts 
about the legality of the first 
counteroffer as the employee 
portfolio company ™Hn|f it 
bought most at Its current 6 
per cent stake In Cubiertas 
with money borrowed from 
Cubiertas itself. 

The new bid by the Entre- 

ranalai faintly way therefore 

be a safety measure should the 
first counter offer be disal- 
lowed. 

Commission 

yesterday that it was now 
highly noHkdy that a itwfainw 
on which bids to allow could 
be made tins week. 

If any of the countertjids am 
giventhe gram light, they and 
Ferrovlal would have to bid for 
the whole of Cubiertas. 

Although Ferrovlal has not 


control of Cubiertas, Banco 
ffispano Americano has put up 
Ptalfihn (tM&4m) to guarantee 
offer. 

Trading in Cubiertas shares 
was suspended last week. 


BASF hits 
record hot 
warns on 
year ahead 

By Marine Campbell 

BASF, one of the three Mg 
West German dwnriraib con- 
cerns, achieved neon! pre-tax 
profits of DM4L38tm (*2.6bn) 
fin: 1989, according to a letter 
to shaxehfiders. The co mpa ny 
has not said whether tt wffl 
Increase its dividend from 
DM10. 

The climate wffl be more dil> 
ficult this year, and a lt ho ugh 
order levels have been main- 
tained, the directors expect 
problems la achieving 1989 
tur nover mid pro fit abil it y flg- 


BASF group sales, valued at 
DBS47 j69bi« grew 8 JS per cent 
over the year, while pre-tax 
profits rose 17.7 par cent. The 
growth slowdown tett through- 
out the chemicals industry 
was vtefide in the second half, 
althoug h the company says 
that hntfe turnover and urufils 
in the fourth quarto: were up 
on tiie previous period. 

Its energy activities mean 
that BASF, wiHfcn other chem- 
icals companies, has benefited 
fiom higher odl pri ce s . The oil 
refining subsidiary Wlnter- 
shaEL for instance, made a 
profit, after losses in 1988. 
Good capacity use contributed 
to the strong group profits. 

striwg sectors included dye- 
stuffs and finishing stuffs, 
w h ereas increased competition 
held back profitability levels 
In chemicals and synthetics, 
^tn«pw«» M jitiw, demand. 

Consumer p ro d u c ts did wrifl, 
with pharmaceuticals particu- 
larly strong largely on account 

of overseas sales. 

As p reviously, the stron g est 
contribution Miww from out- 
ride Germany. For example, 
BASF did well in Brazil, 
despite economic difficulties. 
In the US, the company 
repo r t e d that restructuring 
and env i ron me ntal measu re s 
had pot pleasure on profits. 


OCBC in rights issue 

OCBC, one of fflngspnrafr Mg 
four hanking groups, is rim- 

ning a ri ghto I— «■ irfhr l if ti n g 

net pro fi ts ifJ per cent last 
year to SfUMLdm (USflOTm), 
Our Financial Staff writes. 

It will offe r 35J m shares 
anil thafr number of a *i mw l*, 

each an a stefar-100 basis. 


Gardini secures majority 
of seats on Emmont board 


By John Wytou in Rome 

MB HAUL GABU1NL 
Montedison chairman, yester- 
day secured his majority on 
the bond Of Bnimnnt, potting 
Mdnted to on in the driving seat 
of the chemicals Joint venture, 
and leaving Enl, the state 
energy company, to pander its 
next move. - 

At a much postponed Bal- 
mont shareholders’ meeting, 
Montedison's 40 per cent com- 
bined with 11 per cent pur- 
chased on the open market fay 
Mr Gardini'a declared allies, 
Prudential Bache, Mr Jean 
Marc Vemea and Mr Gianni 
Varasi, elected the two buai- 
ti hmuiwh tn th e Entmopt bound, 

Eni, the state energy com- 
pany and partner In Entmont , 
cast its 40 per cent against 
both the principle of enlarging 
the board and the nominees. 

Mr Varari is a. I wrin— nart- 
ner of Mr Gardini in other 
investments, while Mr Vemea 


is president of BeghtoSay, the 
French sugar company con- 
trolled by .Mr Gaxmni’s Fea> 
nmi KEODP. 

Both say they axe anxious to 
support the internationalisa- 
tfon of Rnfancmt and a move 
info hlfto vatae-addedchemi- 
calprodocts, a strategy already 
ontfined by Mr GaxfflnL . 

Although the Fet runi boss 
now has seven of the 12 Enl- 
moot board seats, be is still 
unable to Implement such a 
str a t egy because the compa- 
ny's statut es require the sup- 
port of at least #t directors 
for malar strategic decisions, 
on investments, jstat ventures 
amt appointments. 

Hedoes, however, appear to 
have control over day to day 
mimmiw nw t i i of such matters 
as plant closures and work- 
force cuts r- fames which he 
claims Eai has been evading 
under political pressure. 


The state co mpa ny, wit h 

plan with its requirement that 
the state cede full control of 
EiimonttoMcotedfam. Hence, 
the situation is still largely 
deadlocked, with both skies not 
even bring aide to agree at a 
long meeting on Tuesday even- 
ing an the appointment of a 
new president to EnimonL 
EuTs proposal that Mr Lorenzo 

Need, who resigned a month 
ago, should return to his post 
was rejected by Montedison. 

But the two warring share- 
holders may have no alterna- 
tive but to try to five together. 
This view seemed to be 
Implicit yesterday in Mr Vara- 
sTs s t atement after Ms ejection 
that he hoped that both Mr 
GariKd and Mr Gabriele Cagli- 
ari, the Eni president, would 
agree to join the Eoimont 
board. 


Benetton slips despite sales rise 


By John Wytes in Rome 

BENETTON, Italy's leading 
international clothing group, 
yesterday reported its first 
drpp in profits since 1961 after 
accepting reduced margins in 
pursuit of higher market share. 

Despite a 12 per cent 
increase in 1969 consolidated 
sales to Ll,657.5bu (gL3bn), 
fell 11 per cent to 


The board has decided to rec- 
ommend an unchanged divi- 
dend of L6QQm. 


1 Mr (filbert Benetton, presi- 
dent, said the main objective 
had been to enlarge market 
share through an aggressive 
pricing policy “and dose atten- 
tion to nrodnct. w 

The “mfifflemterm result” 

hint been % p w»l m[ ma r g in s 

despite ' an 8 per cent increase 
in Italian production and 15 
per cent abroad. Sales from 
S paniah ami pg subsidiaries 
each recorded a 29 per cent 
increase. 


The group's worldwide net- 
work of 5^00 retail outlets in 
82 countries sold 63m items 
last year, &3 per cad up on 
1988. 

Mr Benetton said the two 
developments of particular 
I m portance for the future had 
been the quotation of Benetton 
shares on the New York and 
Toronto stock exchanges and a 
production and marketing 
agreement with the Japanese 
group Sribu/Saison. 


UCB surges by 58% 


By Thn Dickson In Brussels 

UCB, the Belgian chemlcala 
cancan, boosted pretax profits 
by 58 per cent last year to 
Bft3L26bn (464m) on tur no v er 
24 per cent higher at 
BFtfUbn. 

Although helped by s first 
time contribution from four 
new mrite in the film sector 
and higher exceptional profits 
from disposals, the resul t 
reflects the payback an UCB’s 
heavy investment st rat egy of 
the last tew years as weu as 
more recent trends 

In the pharmaceutical sector 


the comnanv mM its snU-afleF- 
glc drag Zyrtee had been a suc- 
cess and rhnltari m safes of 
BFrlim feat year, although it 
had only been marketed “in 
imiai ii countries.” 

The chemical sector 
achieved “an excaPent levri of 
a cti vit y * in the main products 
ami speciality chemtous. How- 
ew, compe tition In the flbn 
s ector remained “very strong.” 

UCB profits after exceptional 
Items amounted to BFx2£bn. 
against BFriAbn the p revious 
year. 


Finmeccanica 
lifts earnings 

FINMECCANICA, the Italian 
state-owned engineering and 
electronics group, yesterday 
reported a 25 per cent increase 
in consolidated net profits last 
year to LB3£bn (375m), writes 
JohnWyles. 

Group safes rose 22 per cent 
to L 8420 bn and orders by 21 
per cent to LK),M4bn. Net capi- 
tal waa 28 per cent higher than 
at the end of 2888 at 24,785fan 
and net debt roee 14 per cent to 
Iffjfrftjhn. 

The 1989 results reflect the 
pur chase of Baflqy Controls, a 
US railway signal company. 


Insurance 
group seeks 
links with 
Paribas 

By WMlam Dawfcfais 

in Paris - 


France (AGFK the second ferg- 
est French state-owned insar- 
auce group, is seeking buri- 
ness co-operation with 
Paribas, faflowing its acqum- 
thm of a 9 per cent stake in 
the investment tank. 

Paribas cautiously wel- 
comed ti * increase in ACars 
stake, but officials dose to the 
hank are sceptical about the 
prospects for any wider finks 
with the insurer, indicating 
that the dbcusshm s wit h AGF 
win ha highly sensitive. 

I^SSrphrifas fe happy 
to Inv e s t in insurance c o m p a- 
nies, its directors have never 
wanted to get into Insu r anc e 

l yglnwai ItsdL 

AGF said it would now seek 
French finance and banking 
aull H M ' Hi— ’ consent to fift its 
lit v e stm ent In Paribas to just 
over 10 per cent. The move 
was confirmed cm the eve of a 
Paribas board meeting to 
agree changes to the bank’s 
tuna management. 

Mr Andre Uvy-Lang, now 
eMrf executive of Compagnte 
Bancaire, Paribas’ biggest, 
most successful subsidiary, 
would take day-to-day operat- 
ing control of the investment 
hank, leaving Mr Michel Fran- 
gois-Poucet, its chairman, in 
charge of broad strategy. Mr 
Idvy-Lang is understood to 
share Mr Francois-Poncefs 
imwfiHngnags to diversify Into 
insurance. 

Paribas would like to see 
AGF - which previously kdd 
7.8 per cent - as an ally 
against Navigation Mixta, the 
food to financial Matrices con- 
glomerate. 

Navigation Mixto took an 
unfriendly 12 per cent stake in 
Paribas test year as a d efen c e 
against a widely criticised 
abortive approach from the 
fault, widen now holds 40 per 
emit of the co n g lom erate. 

AGF, which Eelpxl Paribas 
attack Navigation Mfacto by 
exchanging its 8 per cent stake 
tat the conglomerate for shares 
hi the hank, said it wanted to 
to a "stabilising element" in 
Paribas’ ownership. 

Mr Michel Albert, AGPs 
gjietwraii, will now eno 
Paribas to tote shares 
group, said officials. 


Tokai Bank 

Is proud to announce 
the opening of its 

Brussels 

Representative Offiee, 
March 29, 1990. 


As one of Japan's leading city banks, with 269 domestic 
branches and 54 overseas offices, we are pleased to announce 
the opening of our representative office in Brussels. Through 
this office we hope better to serve the needs of the business 
community in Belgium, by providing direct access to Japan and 
to the worldwide network of Ibkai Bank. 

Ibkai Bank looks forward to saving you in Belgium. 

The Ibkai Bank, Unrated 

Brussels Representative Office 

Chief Representative: Tbmoo Okubo 

Address: 20 Avenue des Arts, Brussels 1040, Belgium 

Telephone: 32-2-231-1015 

Facsimile: 32-2-230-3614 

Telex: 20446 TOKAI B 


TOKAI BANK 


V* 

Meeting you- objectives wound the void. 

HEAD OFFICE: 21-24 NhhSd B-dWrtxfc Nda-lot Nagoya Phone 052-2TT-TTU 
WTERNAHONAt BANKING HUOQUWGSS: 6-1, OMmacM 2-dtome, CM/odahi. Hcyo Phone 03-242-ZIT1 
REGIONAL HEADQUMCTBC* EUROPE: 99 BbhopjgaHt, Untdon EQM 3W, UK. PhonK (H -2834500 
NETWORK IN EUROPE: 

Bund w. FnnkCurt DC$scWorf 

Wapres«ifati>» Offlces Madrid. Bir mi nd M ni. Rvtai ZuHcfa, Milan, Vienna, ^ibb; Bahrain 
SubsldljrieK Weal Bank Nedterijnd MV, fcku tnmnaianal Um'rted, Ibkai finance (Swfctertaxfi Limited, Wal tearing (PeuBcNandl GmbH 


• t \ m U 


7T&emnouncrmentt4&earstKatnatter of record onty 


1,600,000 Shares 


March, 1990 



Common Stock 


Alex. Brown & Sons 

- INCORPORATED 

Global Manager 


71ds portion tiftbeofferittg was offend in the CMted States by the utu&rs^nect 

1400,000 Shares 


Alex. Brown & Sons 


Hambrecht & Quest 

INOORPOBXmj 

Pain^Webber Incorporated 
Cowen & Co. 

Hanepen, Imhoff Inc. 


Merrill Lynch Capital Markets 

. Boettcher & Commnt; Inc . 

Kidder. Peabody & Co. 

INCORPORATED 

SBC! Swiss Bank Corporation Investment banking 

R. G Dkxinson & Go. 


Dain Bosworth 

■NCOVPORATED 


Piper, Jaffray & Hopwood 

INCORPORATED 


500,000 9iares 


Swiss Bjwk Corporation 

SWSSIMBNTlIANKDfG 

Aux. Brown & Sons 

INCORPOMIED 


Merrill Lynch International Limited 


Cazenove & Co. Daiwa Europe Limited 

N M Rothsould & ^Sons ImmED 


DkesdnerBank 

MCnBNCeSELISCHAFr 


EuNEWeSBER iNTERNXnONAL 
Yamak2gInternatk>n^ (Eurofe)Limited 
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INTERNATIONAL COMPANIES AND FINANCE 



• ". v.« ?*_ ,y . ".- % “i- 4 - ■/ j* 

Kenneth Goc^dlng 



I ncOj&e Canadian fennzp 
which fafbe WoritCs larg- 
est nickel, producer, 
stands to collect about 

US$2Sdm -before- e^ensejs “lor 

the 20 per cent of PT Interna* 
♦tonal x^cGkel Indonesia it has 
put .imifdr.pde aud a valqe trf 
SUmoidaeedoBB the complete 
fodraesfan business. .. . /; j 
This Is more thauitorigf- 
naQy e rpec t ed -^ po tenti al inv e s- 
tors were told in London -yee- 
terday~there- had been «a 
increase In target price for. the 

flotation* .which. take* place on 

tha l a fcarta -Stock Exchange- 

iwit xuontiL , ‘ir ^ ‘ •> 

The target 'range for the, 
issue iff now. , Bp9 r 00pt, to 
Rpie.500 _<US*S to 46A8* pan* - 
pared with the.: Rp8,000 to 
Rpe.500 quoted to Far Eastern. 

institutional. investors ; last 

week. ■ - . >:.*• . 

Hfr flWwd i^wri l rf Mw^ n 

Stanley* lead intem-stional slu- 

ing agent for the offering, said 
the price ; had. been lifted 
because demand, -tor the PTi 

Inco shares was ao great Hong 

Tfnwg trwWwtinna p?nnn mnld 

absorb the tranche allocated to 

non-Indonesian investors. .- 
Two years, ago Inco netted 
CLOOm- by -gelling 28 percent of. 
PT Inco to Sumitomo Metal 


a mint out nf nickel 

oh. the, flotation o£ an : lbdonBsiau company 



A-SonJato worker ttoves a threesome ndte bag of 

upgraded nickel mtitte, bound for 3 apsn& 


ing.wm Jtff'jedaeedtD^ft2per 
cent after the pffWf npv Mr faw 
McDougaS*. Ineo’a vicerpresi- 

dent responsible for finance. 

said the Sumitomo deal, was 
done "at a different time, in; 
• cteaunatences " • 

to 1967 PTtoco just, managed 
to break even because of low 
nickel prices, and had a 4400m. 
debt load.' S teen than wfefcai 
prices recovered and looked 
likely to st w healthy. At the 

end of last year PT loco's debt 

load had been reduced to 485m. 


Sumitomo Also toakon cer- 
tain obligations^ — -such as 
agreeing to buy 20 percent of 

PT toco’s output and to con- 

tribute to the todonesfan ream 
pany*g cur rent TSlm expansion 

programme. 

Morgan’s ,^-Jfr; . Arise 11 
suggested interestte Ihe’ofBer- 

ing was high because PT Inco 

was a unique “nickel play" in 

that, it had only «« ucodnct: 
nickel matt* (an intermediate 
meterial about 77 to 

80:j^ceat rnckeu.'- Last year 


.debt sendee re quire ments and 


JEvea tf flifcirickd. price aves- 
aged osdy tS a lb. this yea: PT 
Inco would atm have 4100m or 

45 cents a share to distribute. 

The average yield of companies 

quoted. In . Indon e si a la 1 to 3 
pm cent* Mr Ansell arid. . 


the company accounted for 

about. 7 per cent, of western 

world output of the metaL ? 1; 

.The pwwwiwid High yWH mw 
also an appealing factor, said 
Mr AnaeP- PT TWn, w Mrii haft' 

not previously p3d a flhddetfd. 

iirteiyfa to distribute in send* 

animal iWvMpiwk all tha awriL . 

.able Cash up. to the amount of 

retained earnings after provid- 

ing for working capital and 


rnp hrt cafcukrtion assumes 
. . J .completion of negotia- 
A. tlons for a Synmcato 
lead, by , Long-Term Credit 
Bank of JkP>n ta provlde FT 

toco with a $200m credit facil- 

ity over ten.years at “attrao- 
tire" rates. Part of fills Will be 

used-to pey.PTtooo’8 existin g 

ddds - aQ owed to toco. The 
terins of its contract with the 

Indonesian Government' stop 

PT toco ham di ver sifyin g. The 
expansion ;• programme, 
designed tor Increase its nomi- 


froan about flahlbs of 


matte to lOSIbs, should be com- 
pleted -by the cbd erf this year: 
Apart from having only one 

product, PT Inco has only two 

cp s tamma, Srnntfainn araiTnr^ 

and all its output goes to Japa- 

nese smelters ‘ which are 
beavfly protected by a tariff on 
imported nwM 
Mr James Gutry; president of 
PT Inco* said the company 

expected to produce about 80m 

lbs of nickel m matte fids year, 

compared with 64mlbs in 1988, 

and 87inlbs in each erf the years 
from 1991 to 1993 inclusive. 
-The company has reserves 

for at least 25 years and Is one 

of the lowest-cost producers in 

the world - ft can .break even 

when the nickel price is 
rock-bottom $L50 a lb. 

- Last year its average realised 
price was $4.76 a lb (up from 
$4.73) which generated net 
sales of 4305m (4296m) to give 
net earnings of 4182m (4174m). 
It generated a record cash sur- 

plus before financing activities 
of 4216m (4139m). 

Under the terms of the con- 

tract with the Indonesian gov- 
ernment, which lasts until 2006 
hut could he extended, Inco 
■was obliged to offer 2 per cent 

of PT loco to the Government 

every yedr since i960: The Gov- 

ernment never took up the 
option but last year suggested 
that the condition would he 

met IT 20 per cent of PT toco 

was floated in Indonesia. 

Local regulations would par- 
rmt urr to 49.5 per cent of the 
quoted shares to held by non- 
todonesian residents but Mor- 
gan Stanley aims initially to 
Imrit foreign hftWfap to about 
SOpercenL ' ' 

PT (Persero) Danareksa. the 
stafeowned investment trust 

in Indonesia, is wmwg iw g 

underwriter for the issue. 


Bank Hapoalim 
returns to black 
with Shi 90m 


By Hugh Camsgy 
in Tel Aviv 


A DIP in bad ddit provisions 

and an Tmr»rrHn»ri /yftratiwg- pw. 

fonnaace hdped Israel’s trade 
union-oontrolled ' Bank 
Hapoalim post an Inflriian-ad- 
justed net profit uf Shi 90m 
(4449m) in 1989 after a loss the 
previous year of Shi 64m. 

Mmp naWm, tha cou ntry ’s big- 
gest financial group to terms of 
assets, has been the hardest htt 
by heavy bad-debt' allowances 
stemming from a poor econ- 
omy mm| the problems of 

KOOT Tndnrtrl pa wmgtonwir Mto. 

29- per cent of its loan portfo- 
lio, or Shi 802m, altbongh thin 
was 25 per cent down on 1988. 

It showed an' &3 per cent 
increase in net earnings before 
provisions and taxes to 
Shi UGbn. 

Hapoalim said a lack of 
growth in core financing 
operations meant a greater 
emphasis was being put on 
developing services such as 
insurance, securities, foreign 
exchange and portfolio man- 
agement. 


Poseidon improves helped 
by series of acquisitions 


By Chris Shenmi In Sydney 


A SERIES of acquisitions and a 
restructuring have ' helped 
Poseidon* the Australian gold 
groupcontroSedby Mr Robert 
Champion de Cresjrigny* to 
double its net profit on an 
equity-eccoimited^ basis. 

For the 'six months to 
December it showed an after- 
tax operating profit of A$25.?m 
(US4i9-2m), or Afl4m before 
equity accounting, up from 
A4129m iBLtte previous corre- 
sponding period. Revenues 
were A4 1179m, up from 
A473m. 

JAe.pwgt controls- gold 
operations which produced' 
819,000. -OB : in ihfi six manthy 
making it one cf Australia’s 
larger gold groups. Its equity 
share was 132,400 oz. 

Over the past 18 months 
Poseidon has taken over Aus- 
tralian Development (how 
named Poseidon Gold), Anglo 
American Pacific, and Freeport 
McMoran Australia. 

_R has also acquired a 33 per 
^Mit intaT Mt and manage- 

ment of - Gold Mines of Eal- 
gooriie (GMS), formerly part of 
Mr Alan Bond's gold 


operations, and rated A4272m 
through a ri^ds issue and 

nham phrwiwnf- 

Tbe gr oup also has interests 
In diamimds, base metals and 
an industrials minerals' bus!- 
ness. Its largest shareholder is 
the Normandy Resources 
group; cantroHed by Mr Chara- 
pion - de. CrespSgny* ' which 
yesterday a n nounced a 48: per 
cent increase in equlty-ao- 
coanted : . profits. ...■ to 

AgfitSBL 

The figures for Poseidon 
showed sharply increased 
. interest, expenses ofA$49m^ 


j yevioufl L periad.f Wi ftiiaaott also 
tnctadsd a gain of AfBAm “on 
conversion of various debt 
instruments* with file acquisi- 
tion cf the GMK stake. 

Eazber this week other listed 
ratifies within the group - 
Poseidon Gold, Pan AhsbraHau 
Mining and GMK - also 
reported interim results. Posei- 
don Gold showed an equity- 
accounted- aftarytax -profit of 
A H5 25M . ahnbst five tfnian thw 
A43Tlm figure of the previous 
conwyonding period. 


Bond Brewing 
wins defeat of 


bankers’ appeal 


THE DEBT-BURDENED Band 
group of companies won some 
small comfort yesterday with a 
court defeat for bankers to its 
brewing business and a 
temporary reprieve for its 
broadcasting affiliate, writes 
GhriaSherwriL 

The legal advance came in 
the High Court in Canberra, 
Australia’s highest court. It 
told a creditor syndicate led by 
National Australia Bank (NAB) 
-Jt could not appeal agatost the 
removal of a receiver from 
Bond Brewing Holdings, part 
of Band 

The^reprioyu. canje with, a 
decision by a second hmHnp 
syndicate — also led by NAB 
— to give Brad Media another 
12 weeks to find fresh infec- 
tions of equity and repay a 
A4367m (US4274m) loan facility 
due 

The first syndicate, which is 
owed A$880m by Brad Brew- 
ing, has a court case due soon 
for. the repayment erf 


owing: Bond Media also faces a 
-liquidation move by Mr Kerry 
Packer, Australia's richest citi- 
zea, if it does not meet a week- 
end deadline to repay ASSOOm. 


1* ^ i - 


We are pleased to announce 
an alliance with 


Benito y Monjardin S.YB. 


Through this association 
we offer our clients a full range 
of investment banking, mergers 
and acquisitions, merchant 
banking and institutional 
sales and trading services 
in Spain. 


Kidder, Peabody International 
107 Cheapside, London EC2V 6DD 
(01)4808200 


Kidder, Peabody & Co. Inco r porated 
10 Hanover Square, New York, New York 10005 
(232)530-3000 


Kidder, Peabody 




California Public 
Employees* Retirement System 


annoanoa the sdeokm of 

PSadfic Corporate Group, Inc. 


r 8s abamatto* bweument camatemt to assist ia the selection 
. e ug pd aH OU and straaumg of mtxstmenis m corp or a t e 
restructuring, oentare capital aiul spedai situations 


AH inquires stoaki be sa&mitted to: 


Pfccffic Corporate Group, tec. 
1200 Prospect Street 
LmJoBu, CaUfomla 92307 
(SIS) 456-0000 


llnllma IttolW Tliis^ 

PtOOCBOTaftafnitHflli I I WI ■ 

ITT RN ANC1 AL N-V. 


U.S.$100, 000,000 

Thioe Vtar Extenc&bio Guaranteed Notes Duo 1998 
UrKxxxfitioriaSyGuarantsedastoPayTTierrt 
ofPrincgja! and Interest by 


ITT FINANCIAL 
CORPORATION 


Nottos is hereby given in accordance with the Condtion' 
2(a) of the abowB Notes, that the Interest Rate per amum 
tor the three year period commencing April [26, 1980 (tha 
“Commencement Date") and anting April 25, 1993, w« be 
determined by the Borrower and pubfesied on or before 
April 10, 1890, such date Being not less than 12 business 
days before such Commencement Dais. 


V nr FINANCIAL N.M 


Citicoip Bankmg Corporation 


U.S. $250,000,000 

GfluntBednaatotoSbbNAWHlCqMlNMHDKJrirl^lMr 

Ilnrnwfirion iBrGiarantccdtmaSiitwi n ai iMwI llaaitby 

cmcoRPo 

Punuard to Forogiaph (dj of to Ttm and Ccndffiare of 9 m Nolw ndke 


k hwvto swan ncrtlh* pmiod in rnpect of Coupon No. 21 wfl run from 
Apa Xf. 1990 to hk 1 S. 1990. AfiSwr mjfce wfl I 


. T . ■ nofce wfl b* fibbitdiod odvidhg 

.Stria of Interest ond Coupon canounl' payobfr. 

Mordi29 3 1990H*mlon 




By? Gtfeonfc, NA. (CSS1 Dopt), Agent Bonfc cttiban coil 
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A new name, an old tradition in Swiss private banking . 


CBI-TDB 

UNION BANC A I HU 
PRIVEE 


O n March 2, 1990, two welLestablished banks - CBI, 
Compagnie de Banque et d’lnvestissements and TDB 
American Express Bank - joined forces to create a new 
financial institution in Switzerland : CBI-TDB Union Bancaire 
Privee (United Private Bank). With their unique experience 
and talents, these two founding banks were ideally matched. 
Over the years, both earned a reputation for innovation and 
dynamism in private banking. Both were noted for the finest 
personal service, thanks to a highly s kille d staff. And both 
shared a common goal: to achieve above-average results 
consistent with preservation of capital. Today, with its twofold 
strength, the Bank will carry on these traditions, assuring 
progress and continuity. With opening total assets of more 
than SFn 6 billion and capital funds of SFn 600 mini on, 
CBI-TDB offers discerning investors worldwide the security, 
service and expertise of a major Swiss private bank. 


CBI 


TDB 


COMPAGNIE DE BANQUE 
ET D'lNVBSTISSEMENTS 


AMERICAN EXPRESS RANK 


GENEVA -ZURICH -LUGANO - NEW YORK - LONDON -TOKYO • Representation in SOUTH AMERICA 
Head office: 96-98, rue du Rhine, Geneva, telephone 022173721 II. 


BIDERMANN INDUSTRIES CORP. 


has acquired 

substantially all of the assets of 


CLUETT, PEABODY & CO 


from 


WEST POINT-PEPPERELL, INC 


We acted as financial advisor to 
Bidermann Industries Corp. 
and assisted in the negotiations . 


THE LODESTAR GROUP 


March 15, 1990 




Grindlays Eurofinance B.V. 
U.S. $ 100 , 000,000 
Guaranteed Floating Rate Notes 1992 


OuanmteedonasubordirtatedbaaSaby 




9 


Grindlays Bank pic* 


fa aoooidanoe with tbe provisions of die Notes, notice fa 
hereby given that fertile facerest Period 30th Manta, 1990 to 
28th Sep amber. 1990 theNoteswifl bear I mensat at the rate 
of 815/164 per enmnu. 'The Coupon Amount per 
US. SIOO^OO Note will be U& 84.51&40 and the Coupon 
Amount per 11& StQyOOO Note will be US. S45L84. 

Tbe Intereat Payment Date will be 2fkh September, 1990. 


S 



Agent Bank 

Samuel Montagu & Go. limited 


s 



REPUBLIC OF FINLAND 
054100,000,000 Floating Rate Notes Due 1990 


Notice is hereby given that the interest payable on the Interest 
Payment Date, April 30, 1 990 for the period October 31 , 1 989 to 
April 30. 1990 against Coupon Na 10 fa respect of US$10,000 
nominal of the Notes w31 be U-S.S428.75. 


March 29, 1990, London 
^ Citibank, NA(CSSI Dept], Agent Bank 


OTIBANCO 


-V 
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Net safes 

19W9/19KH 

change 

Income from operations 

I9Hrt 

19H9 



change 

4.876 

5,155 

+ 6% 

1,042 

1^42 

+ 19% 

4,083 

5.070 

-1-24 96 

1348 

2.016 

+ 50% 

3,530 

4,698 

+ 33 96 

1.458 

1,952 

+ 34% 

3.735 

4.463 

+ 19% 

594 

687 

+ 16% 

218 

249 

+ 14 96 

(202) 

(226) 

i-ls. 

16.442 

19.635 

+ 19 96 

4,240 

5.671 

+ 34% 


LVMH 

MOET HENNESSY . LOUIS VUITTON 

46 % increase in 1989 net income 

At its March 21, 1990 meeting, the Supervisory Board of LVMH Mo5t Hennessy 
Louis Vuiiton examined the unaudited consolidated financial statements of the 
Group for the year ended December 31. 1989. 

The increase in consolidated 1989 net sales was 19 %, to FF 19.635 million. Net 
income for 19H9 amounted to FF 2,932 million, up 46 % over the 1988 level. 
Basic earnings per share, based on the weighted average number of shares 
outstanding during the year, rose by 32 % to FF 229. 

Income from operations before net financial expense and taxes, and excluding 
the contribution of LVMITs shareholding in Guinness PLC, rose by 34 %. 

The breakdown of sales and income from operations by segment of activity Is 
as follows : 


In millions 
of French francs 


Champagne 
& Wines 

Cognac & 

Spirits 

Luggage, 
Leather goods 
St Accessories 

Perfumes St 
Beauty products 


Group total 


Reflecting the champagne wines segment's strategy of limiting volume 
growth, sales rose by 6 % in 1989- A relative stability in cost of goods sold 
combined with increases in selling prices in France and abroad, led to a 19 % 
increase in income from operations. 

In the cognac and spirits segment, the strong increase in sales and even 
stronger growth in income from operations resulted from a 10 % increase in 
volume sales and the particularly strong rise in demand for higher-margin older 
quality cognacs, especially in Japan and Southeast Asia. With a 50 96 increase in 
operating income in 1989. cognac for the first time became the largest 
contributor to Group income from operations. 

In H^agr^C*, leather goods and accessories, the growth in sales revenues and 
income from operations at Louis Vuitton Malletier stemmed primarily from a 
28 % increase in sales volume. With revenues up by more than 

50 %. Loewe International confirmed the return to profitability achieved in 1988. 

Comparable levels of sales growth were recorded by all three companies In die 
perfumes and beauty products segment. Reflecting the success of its 
Fahrenheit eau de toilette for men, Parfums Christian Dior's Income from 
operations progressed significantly faster than sales. The Parfums Givenchy 
product assortment was rounded out with the introduction of makeup and 
skincare lines , whose launch affected the company's income horn operations in 
1989. Roc maintained its growth In Fiance and Internationally. 

The Executive Board will propose a dividend of FF 62 per ordinary share, up 
41 96 over the previous year level. An interim dividend of FF 15 was paid on 
November 30, 1989- Including the "Avoir fiscal” tax credit, the total payout per 
share will amount to FF 93. 

Owing to current litigation, the 1988 financial statements of Louis VUitton have 
not yet been approved by that company’s shareholders. 


Illllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllll 

City of Turin 

• U.S.$10,000,000 9 per cent. Bonds 1991 

Notice of Partial Redemption 

S.G. Warburg Sc Co. H, announce that Bonds far the nominal am o onr of U5$S00jQQ0 have been 
drawn for the redemption hmahncnr due 1st May, 1990. 

The distinctive nambees of the Bonds, drawn in the presence of a Notary Pnbfic, ate as follows;— 
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On 1st May, 1990 there wQl become due and payable upon udi Bond drawn frw i w U ii pl nq , 
princgal amount thereof, toget h e r with accrued interest no said dace, at t Vcf fo ypfr -. 

S.G. Warburg & Co. Ltd. 

2 Finsbury Avenue, London EC2M 2PA 
or one of rite other paying agents named on the Braids, 

Inrerest will cease toaccrne on the Bonds called for redemption on and after 1st May, 1990 and Bonds 
so presented for payment should have attached all Coupons maturing after that dote. 

USSSOOJOOO nominal amount of Bonds will remain outstanding after 1st May, 1990. 

The following Bands, drawn for redemption on the dates rtated below, havexxnjrcc been presented for 

payment— 

1st May, 1989 
321 347 1023 

1st May, 1988 
81 156 

29th March, 1990 

luiiiiiimimiiimiiiiiiimimiiiiiiiimiiiimiimiiim 


Eastern Air 
breaks deal 
with its 
creditors 


By Roderick Oram 

In New York 

EASTERN Air Lines, the 
beleaguered US carrier con- 
trolled fay Mr Frank Lorenzo, 
said its worsening fliwnrisl 
condition had forced it to 


Dissident voice grows at Lockheed 


By Roderick Oram in New Yoik 


its unsecured creditors. 

F rustrate d by Eastern’s 
Inability to honour yet another 
repayment package, seme credr 
itora might try to force the liq- 
uidation or ybf of Eastern, 
analysts suggested Until now 
a majority of them had agreed 
to let Mr Lorenzo try to reor- 
ganise foe co mpan y but they 
are growing increasingly scep- 
tical he can revive it 

Eastern has opera te d under 
protection of the US bank- 
ruptcy courts since its idiots 
iKiuo ure a a strike fay the air- 
Knee's machinists last March. 

Hie airline said it was foil- 
ing to generate sufficient traf- 
fic to meet its goals because of 
a "negative and disruptive pub- 
lic perception.” 

As a result at weak traffic, 
tfm fliHinft was HVriy to urn np 
an operating loss of 8330m ttds 
year and "wfa* no profit next 
year, compared with its Janu- 
ary forecast of a loss of (185m 
this year and improving profit- 
ability thereafter. Ghreu deteri- 
oration, it cannot go 
with ffa te iilativ e a gr ee ment to 
pay unsecured cra mt o ra about 
48 cents on the dollar. 

The rifHno info unchanged 
its forecast for a 1375m capital 
gain from disposals fids year, 
which would leave it with a 
net profit of arand fttn. 

ft announced several steps to 
improve its performance. It 
wifi cut its flight schedule by 
12 per emit in the second half 
of the year from the levels it 
forecast In January. It will also 
cot its fleet from ISO aircraft to ! 
148 through farther disposals. 

Court orders 

Miniscribe to 

be auctioned 

By Louisa Kobo* 

In San Francisco . 

M3NXSCRIBE, the struggling 
US personal computer disk 
drive manufacturer will be 
and ton ed next w eek . In a court 
ordered sate to he conducted 
by a bankruptcy Judge .in Den- 
ver, Colorado. 

Hie sale win end an unusu- 
ally brief period at operation 
under Chapter LL The com- 
pany filed for protection from 
Its creditors on January 1, 
declaring assets at (86m and 
f frhnwgq of (258m. 

. Among those expected to 
participate in the tnddhig is 
Standard Chartered Bank, 
which, as MhriaRrlhe*s princi- 
ple lender, is owed (11 Om. 

The bank has the right to bid 
.all or part of the debt to 
acquire the assets of the com- 
pany. 

ft appears unhkriy that any 
bids will be made before the 
court auction, said Mr Roger 
Barzum, Miniscribe's general 
counsel. 

“It is unlikely that the sale 
price will be anywhere near 
( 110 m, “ said one Interested 
party. 


^ITAkkhih JUiHS of 

meet today to elect a hoard for 
the California aero- 

space company, amid signs 
that Mr Harold Simmons, the 
Dallas investor, is padring up 
institutional investor raroort 
far his slate of dissident cUreo- 
tora. 

But the result of Mr Sim- 
mons* expensive and herd 
fixmbt proxy battle to mwwt 
the incumbent board will not 
be known for several weeks 

until gmHtnm hum n w n Hn lwJ 

the ballots, Lockheed said yea- 


H» present board, chaired 
by Mr Dan TeHep, appeared to 
remain confident at maintain- 
Ing control. On Monday it 
reb uff ed an. aHBwint hr e mpe 
wf^ tnHnMl shareholders to 
mediate a corapromtae with Mr 
Simmons, who has a 19 per 
cent stoke in the company. The 
shareholders asked that Mr 
s < ww»nm* aonfflxto be given 
three of the board’s 14 seats. 

The company rejected the 
proposal without holding for* 
real talks with the sharehold- 
ers bat said it would oar at 
least one aeat to ra preaeart a - 


tives of institutional aharehold- 
era. B said it did not conrider 
Mr Shnmons a suitable candi- 
date for the task. 

During the fight, Mr Sim* 
nuns has successfully steered 
some of the discussion away 
bom his lack of concrete plans 
to revive Lockheed, fa**™**, be 
has stirred up some Institu- 
tional shareholder concern 

over their rights. 

Scene holders are upset, for 

ni ftMri 13 per cent afttsstock 
man employee stock owner- 

g ||to phn 


Often, employees are more 
inclined to support existing 
Tnanacement. rather than dtsst- 


Troubled Cineplex sells assets 


By Bernard Simon in Toronto 

CINEPLEX Odaon Corpor a tion 
has sold several peripheral 
boafnaww and restructured ite • 
debt in a bid to recover from 

the tnrmnil w tih-h fta« 

North America’s second trig- i 
gest cinema over the 

past year. i 

Britain's Rank Organisa tion 
is to buy Cfawsdex^s remaining 
51 per cent Interest in Film i 
House, a Toronto film labors- : 
tray, for USSttm and its resld- ’ 
ual i n terest in n w Hw w i stu- : 
dlos* Florida theme park for i 
turn. The transactions are I 
ex p ecte d to be completed by 1 
March 90. 

Cineplex expects to raise 1 
another £7m ((LL4m) bean the ^ 
sale of its British theatres, < 


which include a Jftecraen com- 
plex In Slough and -several 
other sites under devekxanent, 
to C arw iw i a n a nas. Cmenlex 
has agreed not to operatethea- 
tra in the UK for five years. 

H» Tor onto-ba sed 
s ugared a U S878Lan toss (8L6S 
a share) last year, against earn- 
togs of tkUtai (83 cento) a year 
earner. Revenues slipped to 
(644J2m fram SSfiUm. Hie loss 
would have almost doubled 
were it not for g»h« of (87.4m 
on the sale of 50 pm cent of a 
Florida theme park and the 
fore theatre .dtolaonu 

The fourth quarter loaa was 
948.4m (91 cents), compared 
with income of ( 10 . 6 m (21 
cents) in 1968. - 


Cha^dax was nrired for most 
of last year to a fond between 
Mr Garth DraHnsky, its former 
^hnfrnp^n , and MCA, the US 
enter t ainment group, its Mg- 


Ctoeptex’b new management 
has agreed in principle with 
bank fenders to alter its debt 
cov e nants. The amendments 
htctnda a c o mmitment to raise 
9200m from asset sales this 
year, which will be used to 
red u ce debt, the long-term nor- 
tton at whfch totaEM gSRmat 
the end of last year. 

If the asset sale goal is not 


The California Employees 
Retirement System, the pen- 
sion fund for the state's 
employees, has thrown its sup- 
port behind Mr Si mmons . It 
tio Mq less than l per cent of 
Lockheed's stock but it is a 
leader in shareholder rights’ 

T i in the US. 

has been canvassi ng for 
support among public sector 
emp loyee pension funds to 
other large states. 


Travel fall 

restricts 

Thomson 


By Bernard Simon 
in Toronto 

A SHARP foil In t ravel 
f tgrwteg n the gain from 
Thomson Corporation's pub- 
lishing and information inter- 
ests last year to leave net 
income of the Toronto-based 
group little changed. 

Thomson, the product of a 


shareholders will provide up to 

(Mint hy nrfhra-rfh ing fo sf ri ghts 


Pillsbury to cot costs by $150m 


In Minneapolis 


(SAND Metropolitan, fits UK 
food and drinks groan, will cot 
the operating casta mite Fins- 
bury US food subsidiary by 
9150m over file next two years, 
nearly double the amount 
expected on acquisition 14 
months ago. 

Mr Paul Walsh, chief execu- 
tive officer of Pffldrary, said 
(Mm would come ban rodao- 
tlona In the workforce and 
another (u&u from the ctosure 

of five panto Much of tim nit 

will be a drievud by Improved 

p roductio n, distribution and 
num ag pm w rt ay stems. - 

GrandMefs dlspow , of for- 

ftodnd^n^^^Uiv 
dining the rustiutliulim have 
also recouped about (Lbn of 
the (Ufa purchase price. 


The savings have helped 
GrawBCrt to pump-gMQm to to 
a two-year modernisation pro- 
gramme, the payback from 
which in product quality and 
customer service should 
amount to $85m a year on com- 
pfetfem, Mr Walsh es timated . 

Consumer advertising expen- 
diture has been increased over- 
all by 40 per cent. Spending on 
the marketing of some-hay 

hrtimta her mi u 

already producing volume 

safes increases of 7 pro cat, 
lCr Walsh said, 
pmabury, which contributes 

around 23 per cent of Grand 
Mat's revenue, expects aafes of 
Kan fids year, with operat- 
ing profits up by 25 per cent. 

Other sepanttOy-iiianaged 

US operations - Foodservice, 


Haagen-Daz fee cream and Bur- 
ger King - should at feast meet 
15 per cent profit increase tar- 


The two “poedtivu surprises" 
emerging from the Pillsbury 
takeover, said Mr Ian Martin, 
chief executive of GrandMet's 

food division, were Haagen-Das 
Ice cream and the Foodservice 

catering products manufac- 
turer. 

WBh total sales of (330m fids 
year, Haagen-Da* has 59 per 

cent of the US super pre mium 
fee crea m nnke t 
Accelerated new product 

development and Increased 
marketing support are serai as 

key factors in the expansion of 
Green Giant vegetables and 
Pillabury bakery products, 
Pffiriwny’smain businesses. 


rya ti fmai Thomson Organisa- 
tion ami Thomson Newspa p e r s, 
posted net earnings before 
extraordinary Items of 
US(420m, or 78 cents a dune, 
down from US9438m, or 80 4 
cento, to 1988. 

The 1988 figures include 
US$56m (10 cento) to income 
from the company's Conner oU 
and gas operations. Revenues 
rose to US95.1bn from 
USS4.7bzL Tax provisions were 
halved to US$85 m. 

There was an extraordinary 
gain last year of US9475m from 
the safe of the energy bnnlTMinn. 
bringing total earnings to 
US$895m. The company has 
raised its quarterly dividend to 
1L8 cents from 108 cento. 

Last year’s growth came 
mainly from the professional 

Infn i nuiHnii an d publishing 

division, whose operating 
income lumped 23 per cent to 
US$32Sm. But the travel bad- 
ness, which Indndes Hmmuhh 
T nrd, s rftemto Airways and 
Lunn Poly, tost broke even, 
after earning US|60m in 1968. 
Operating income tram news- 
papers rose slightly to 
US$3l7m. 

The company said that 


Mitsubishi Monsanto Kasei to divide 


By Koran Zwgor In N«w York 
MONSANTO, the big US 

chemicals company, and Mitsu- 
bishi Kasei, Japan’s largest 
integra te d chemical co mpan y , 
are restructuring their 38-year- 
old Joint venture, Mitsubishi 
Monsanto Kasai, a leading 
c hemic al company in Japan. 

Both companies said the 
decision to divide the bust 
nesses of MMK came after 
"friendly negotiations." 

According to Monsanto, the 
US company has changed radi- 
cally since the joint ven ture 
was establish e d, and there are 
prodneta made by MMK which 
no longer Interest Monsanto an 
a global basis. No jobs are 
expec ted to be lost to the 
rattltuctuiliigi - 

Mitsubishi Kasei will have 


total ownership of the restruc- 
tured HHK operations, and the 
company wuL drop the Mon- 
santo from its name. The 
restructured company will 
m ate* g«»ii<Ttnv ji rmwTiii«» wafers, 
A stro t urf; some film and poly- 
styrene plastic, with annual 
safes of 9889m. 

Monsanto’s Jgpwifu subsid- 
iary, M ons an t o Japan, will be 
felt with ptetiff inter- 

layer, chemical additive to rub- 
ber products, Santeprene thra> 
moplastlc elastomer and 
specialty chemicals, with 
annual safes of 974m (YlLfifanX 

In addition, a new joint ven- 
ture wffi heart up for the prodr 
nets in which both nnmrinite s 
have strategic interest St will 
be owned jointly by subsid- 


iaries of tiie two Mg dmmtail 
companies instead of being 
directly held by Mons an to and 
MWmWiihl Kasei. Annual Mtog 
for the new joint venture are 

According to analysts. Mon- 
santo’s - decision to operate 
largely ou ite own in Japan is a 
positive step. "Ite Joint ven- 
ture was established to help 
them find their feet, but now 
they can stand qd their own," 
said Mr Viren Mehtq of Mehta 
Lmly to New York. 

In 1989, Monsanto had 
income of 967fen or 9i(L03 a 
share on sdee of l&6Bta. The 

company expects its first quar- 
ter profits for 1990 to fell below 
the 9222m or (8-24 a share 
earned to 1S69. 


In the British travel 
might ease year os hwf 
ope ra tor s tried to widen their 
margins, its 1990 summer bad- 
ness night be down by as 
modi as 2 0 per c ant. Thomson 
sold 4.4m holidays last year, 
giving it a 38 pro cent share of 
the UK charter tour market, up 
from 33 per cent in 1988. 

In pubUshtng, the US-based 
bode and library reference 
group posted sales, oper at ing 
profits and margins above 
expect atio ns. But the automo- 
tive group had a dis a ppo intin g 
year, despite higher safes. Brit- 
ish regional n ewspapers* prof- 
its rose slightly, reflecting 
start-up expenses of new titles. 

The newspaper division, 
whose focus is small-town 
papers to the US and Canada, 
suffered lower margins as a 
result of spending on new 
launches, m a rket i ng and news 
coverage. The company has 
taken steps to revitalise its 
newspaper business. 


COMMERZBANK A 

NOTICE IS HEREBY GIVEN that thie year's Annual 
General Meeting of Consnerzbank AG wB be held In Frankfurt/ 
Main on May 18, 1990. 

AGENDA (abridged version) 

1. To oonrider the BoaikViestabBshed Annual Accounts, the 
Report of its Managing Directors on the Barries 
Performance, the Report of 0s Supervisory Board, 
together with the Conaoidated Annual Accounts and the 
Group Report, for the year ended December 31, 1889. 

2. Toapprorethepaymertofa<flvidendofDM9perDM50 
nominal share, thereby also approving a payment to the 
holders of the Bank's proa-sharing certific ate s of 9.76% 
of the letter's face value.. 

a To approve the actions of toe Board of Managing 
Directors during the financial year 1989. 

4. To approve the actions of toe Supervisory Board during 
the financial year 1989. 

5. To authorise the Board of Managing Directors to Issue up 
to DM150,000,000 of new shares at any time up to Aprfi 
30, 1995 by way of cash or non-cash contrfljuflons. 
Exclusion of toe subscription righto of ehaieholdem 
possible. 

& To authorise the Board of Managing Directors to Issue 
warranto lor C o mmerzb an k shares up to DM1O0, 000.000 
at any lime up to April 30, 1B95. Such warrants ere to be 
attached to Bonds wbh warrants Issued byawhoBy owned 
subsidiary of Co m merz ban k; subscription rights of 
sharehol d ers are to be CMctoded. To resolve a 
conrespondtog increase of the share capital by up to 
DM100.000.000. 

7. To authorise toe Board of Managing Okectorsto Issue up 
to DM30,000,000 of new shares for the employees of 
Commerzbank thereby excluding toe subscription rights 
of other shareholders. 

& To transfer the legal seat erf the Company to FranWurV 
Main and to resolve other amendments of toe Bank's 
statute. - 

9. To elect one member of too Supervisory Board 
10. ToappoktiTreuarbefta8 toe sudtors for the financial year 
1990. 

Shareho k ters Ift the United Kingdom who wfah to attend 
and vote at the Annual General Meeting should inform either, 
the London Branch of Commerzbank AG at 10/11 Austin 
Friars, London EC2N 2HE, or S.G. Warburg A Co. lid, 2 
Finsbury Avenue, London EC2M 2PA, who w3 make the 
necessary OTangements. Such notice ahottid be given by May 
10.1990. 

Copies of the German version of Commerzb a n k 's 1989 
Annual Report w9 be ovaBeble shorty from both . 
Commerzbank and S.G. Wwtoupg. The English version is 
cunsntiy being prepared. 

COMkORZgANKAKnENOBSELLSCHAFT. 


CHARTERHOUSE 
Charterhouse Inc. 

: is pleased to announce the relocation 

of its New York investment banking offices to 

55 E. 59th Street, 13th Floor 
New York, NY 10022 
(212)888-0020 


Samuel A. Phun 
President 


Henry C. Devine 

Director 

Richard S. Emerson 
Vice President 

David A. Falk 


Thomas G. Rebar 

Assoo rtc 


- C.Cato£tiy 

Director 

Neal J. Flore 

Vice Presakot 

Albert Horehm 1 

Associate 

David D. Williams 
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CAPITAL MARKETS 


slip in spite of 
y bv dollar 


By Janat Buth it* New York arid Deborah Hir g r aam In London ' 
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CB A plans A$3bn Issue programme 


Taiwan bond 
market open 
to foreigners 

By Peter Wlcfcendert 

In Taipei 

TAIWAN'S bond market to to 
be opened to br anch es of for- 
eign companies. resident for- 
eigners and overseas 
the Finance Ministry said. 

The ministry has decided bx 
principle to allow these three 
groups to invest in corporate 

imS pi wurnmimf Ixmiln, flruny 

dal bonds and beneficiary cer- 
tificates. No timetaWe bas 
beat set. 

Direct investment in the 
stock market by foreigners la 
to remain banned on the 
grounds that it b too small 
and too speculative. 

The Taiwanese band market 
Is small and largely inactive. 
Times are bought-np by finan- 
cial Institutions which use 
them as the base of their port- 
folios and rarely trade them. 

The decision is widely seen 
as a further atop to UberaHse 
and broaden Taiwan’s finan- 
cial markets. 

Foreign firms generally wel- 
comed the move, saying it 
would help activate Taiwan's 
financial market and bring the 
island closer to becoming a 
regional financial centre In 
Asia. 


Atlas-Copco 
plans to Issue 
4m B shares 

ATLAS-Copco, the Swedish 
rock-drilling and engineering 
group, plans to seek authorisa- 
tion from shareholders far an 
International issue of 4m B 
shares, Reuter repeats. 

The group said the Issue 
would Involve the waiver of 
the preferential subscription 
rights of existing sharehoktera 
and would be primarily tar- 
geted for international mar- 
kets. 

Atlas Copco's capital cur- 
rently totals SKrTSSm, repre- 
sented by 23L5m A shares with 
one vote each and 7.8m B 
shares with one-tenth of a 
vote. The issue win result in a 
dilution of L6 per cent 

The group said the proceeds 
wffl be used to fund recent and 
planned acquisit ions , 
strengthen capital structure 
and promote expansion. 

Enskilda Securities win lead 
manage and co-ordinate the 


THE Co m mon w ealth Bank at 
Australia plans a domestic 
bond programme of up to 
A$3hn in bands to be issued in 
the form of Inscribed stock 
over the next two to three 
yean, Neuter xapoEte 


. The bank intends to issue 
Aglbn in the first series of the 
programme^ which Is being 
lead-managed by Common- 
weaHh Bank Capital Markets. 

A bank rftfetui Hrf* “This 
will be the first time the Com- 


monwealth Bank has tapped 
the domestic market with a 
medium-term bond Instru- 
ment” 

The flrte tranche of bonds - 
about ASSOOm — la expected 
before Easter. 
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■GPA Group pic - Shannon ■ Ireland' 


U.S. $186,000,000 

Bridge Loans forthe finance of 

7 Airbus A-320 Aircraft with 

IAE V2500 Engines into US Leveraged Leases 


Lessee 

GPA Leasing USA Subl, Inc 


Arranged and Load Managed by 

Manufacturers Hanover Trust Company 


Underwritten by 

Manufacturers Hanover Trest Company The Mitsubishi Trust and Banking Corporation 


Funds Provided by 

Bergen Bank A/S Manufacturers HanoverTrust Company 

The Mitsubishi Trust and Banking Corporation PRIVATbanken A/S 


February. 1990 
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STRATEGIES FOR THE 90s 

23 & 24 May, 1990 
Metropole Hotel— Birmingham 

T his high-level forum will look at the growing pressures on manufacturers to 
introduce changes to compete in increasingly competitive world markets. The 
need for flexibility to speed the introduction of new and more customised products 
will be reviewed, as well as the reshaping of the industrial infrastructure and the 
prospect that relations with suppliers will become deeper and more intricate. 

Speakers include: 


Sir Robin Nicholson 

Executive Director 
PflkJngtonpJc 

Professor Terry Hill 

Professor of Operations Management 
London BusinessSchool 

Mr Bernhard Wild 

Member of the Board of Management 
Braun AG 

Mr Peter Wlckens 

Director of Personnel & Information Systems 
Nissan Motor Manufacturing (UK) Limited 

Dr Peter Laurence 

Di rector of Logistics 
GTE Sytvania SA 

Mr Peter Anstiss 

Manager. BAeCAM 

British Aerospace (Military Aircraft) Ltd 

Mr Pierre Gosselin 

Vice President 

Manufacturing & Quality Assurance Management 
Thomson CSF 

Arranged in association with 

khfU&Jpeat Marwick McLintock 


MANUHCTURING 
STRATEGIES FOR THE 90s 
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A FINANCIAL TIMES 

INTERNATIONAL 

CONFERENCE 


Mr Gerald Boxall 

Chairman & Chief Executive 
Vidoers Defense Systems 

Dr Gerald Avison 

Managing Director . 

The Technology Partnership Limited 

Mr David Kynaston 

Managing Director 
Philips components Limited 

Miss Sue Lyons 

Director of Manufacturing Engineering 
Rolls-Royce pic 

Mr John McClelland 

Plant Director 

IBM United Kingdom Limited 

Mr Norman Price 

Group Operations Director 
Triplex Lloyd pic 

Mr James Bentley 

Partner, Centre for Manufacturing 
Consultancy 

KPMG Peat Marwick McLintock 
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INTERNATIONAL CAPITAL MARKETS 


Magellan mutual 
fund manager 


Regulators eye Eurosterling bond buy-ins 


Andrew Freeman on interest in the UK sector of the Euromarket 


Denmark 
fills gap in 
state debt 


Bn 


to step down 


he subject of buy 4ns is 


attracting Increasing 
interest In the Euros- 


By Janet Bush in New York 


BIB PETER Lynch, the 
legendary manager of Fidelity 
Investments’ $12bn Magellan 
mutual fund, yesterday 
announced his resignation 
from the Boston firm to pursue 
family interests. 

Under his stewardship since 
1977, it has spectacularly out- 
performed other mutual funds. 
Magellan offered a total return 
of 28J5 per cent a year during 
the 1980s compared with a 
return of 17.5 per cent offered 
by investing In the Standard & 
Poor’s 500 shares index. 

Mr Lynch explained yester- 
day that be was 46, the age at 
which his father suffered a 
heart attack, and that this had 
been on his min d. "I have been 
blessed in my 21-year career 
with Fidelity and I very much 
want to give something back to 
the community.” 

It appeared yesterday that 
Mr Lynch was retiring and 
would not be looking for 
another Job. 

Air Lynch is arguably the 
best-known fund manager in 
the US and his reputation has 
been enormously positive for 
Fidelity, creating concern that 
Investors who were attracted 
to Fidelity by his name could 
move their accounts. The 
Magellan fund has a million 


investors and accounts for 
about a 10th of all the accounts 
managed by Fidelity. 

Halted variously by the sue- 
ceasdoving US financial press 
as The Maestro of Magellan 
and King of the Mutual Funds, 
Mr lynch offers investors sim- 
ple, old fashioned advice such 
as “Invest in companies, not 
the stock market” and “Don’t 
over-estimate the skill and wis- 
dom of professionals." 

Mr Lynch will manage 
Magellan until the end of May 
when he will be replaced by Mr 
Morris Smith, 32, currently 
manager of Fidelity’s 
over-the-counter portfolios. Mr 
Lynch will remain on the 
Fidelity Group of Funds' Board 
of Trustees to which he was 
elected earlier this month. 

• Stephen Bradley 1 has 
resigned as a managing direc- 
tor in Merrill Lynch Capital 
Markets’ global debt financing 
department Mr Bradley, who 
was instrumental in develop- 
ing the company’s first depart- 
ment solely devoted to fixed-in- 
come products, said personal 
reasons motivated his depar- 
ture. 

Mr Bradley said he was car- 
rently talking with various 
institutions and "exploring : 
other alternatives." 


X interest In the Euros- 
terling bond market. So tax, 
most attention has been paid 
to n Tg nTiMBifai made by market- 
makers concerning the dam- 
age, real and potential, to the 
underlying liquidity of Lon- 
don’s corporate bond market 
Now, however, there are signs 
that interest is widening. 

The threat to markeonakere 
from buy 4ns is simple. Dealers 
have become reluctant to make 
two-way prices In some Issues 
because they do not want to 
risk selling bonds that may 
become subject to a buy-in. 
This is having an adverse 
effect an liquidity. 

Most of the large dealers say 
they have been caught short in 
some of the recent buy-ins and 
have then been unable to buy 
bonds to meet their obliga- 
tions. Stock prices can jump 
sharply on news OF a tray-in so 
the sums involved can be sig- 
nificant. 

Unfortunately for market- 
makers, they are not the only 
constituency with an interest 
in buy-ins. Issuers which can 
rrmfrp T«mwma of pounds profit 
by buying back debt which has 
traded to a deep discount are 
arguably doing no more than 
exercising their right to Judge 
their own debt as cheap. 

There is no intrinmc reason 
why they should not be free to 
use the market in this way. 


The only danger for am issuer 
is that a badly handled buy-in 
might damage its individual 
reputation within the market 
and lead to charges of oppor- 
tunism from investors. 


desks already advise clients 
that it is in their best interest 
to be as frank as possible over 
the timing and conduct c t a 
buy-in. 

Such advice, backed up by 
legal opinion. Is in fine with a 
body of rules enforced by Loh- 


Issoers winch can make 
minions of pounds profit 
by buying back debt 
winch bas traded to a 
deep discount are 
arguably doing no more 
than exercising their 
right to judge their own 
debt as cheap. 


don’s International Stock 
Exchange as well as with Bank 
nf England g u ide lines on te s ti er 
conduct in the short-term debt 
market 

The ISE*8 so-called “yellow 
book” sets out the rules for the 
fisting in London of securities. 
Much of the book is concerned 
with pre-listing requirements, 
but Section Five deals with 
Continuing Obligations, the 


rules on how a company most 
behave after it has obtained a 

flf Hn g - 

Several paragraphs of Sec- 
tion Five. haver direct bearing 
on the conduct of buy-ins. Spe- 
cifically, the general gnHeltnes 
note that: "The guiding princi- 
ple is that information which 
is expected to be prioe-senstttve 

should be released immadiatofy 

it Is tiro subject of a dedskm." 

Paragraph 17 refers directly 
to the purchase by a company 
of its own securities, but notes 
that purchases of debt securi- 
ties ably have to be announced 
when five per cent of tire out- 
standing amcmTit of a «pfluri*y 

has been acquired. 

It was this rule which was 
the subject of a letter earlier 
this week to the ISE from Bar- 
clays de Zoete Wedd, one of the 

landing starling marfeatn^>;fy p n 

BZW suggested the rule 
allowed issuers to cause conftt- 
sion in the 'market by not 
requiring them to clarify their 
intentions towards the remain- 
der of an issue subject to a 
buy4n. 

The Bank of En gland has 

also tetmad an hnplM wa rning 
on buy-ins in a recent peeper on 
commercial paper and the 
medium-term note market. 

It said any repurchases 
should not be conducted Jn a 
manner likely to create a mis- 
leading impression and stated 
dearly that the spirit and let- 
ter of Section 47 (2) of the UK 


Financial Services Act, which 
deals with the handling of 
price g w nuj fl v o Information, 
must be observed in any buy- 
back. 

Given that all these regula- 
tions are In addition to insider 
dealing considerations, there 
would seem to be a dear con- 
sensus as to the outlines of the 
proper conduct of buy-ins. 
unfortunately, in practice 
there is same variation in the 
standard of conduct both by 
some issuers and by the agents 


If the reasons for the sudden 
interest in buy-ins from mar- 
ketmakeis are clear, it is less 
obvious that other market par- 
ticipants are currently quite as 
concerned. Most of the inunedi- 


financing 


Some investors can be 
Hffeded if they are left 
bolding the illiqind 
ramp of an issue which 
has been partly bought 
in. This problem would 
be partially solved by 
improved conduct from 
boy-in agents. 


they appoint 

fit Its latter to the ISE, BZW 

BMgytwl IwrfMiw HarMhig 

an a buy-fat should mates the 
following points in an advance 

amyinnwa nml r 

• the price the- issuer wishes 
to pay 

• the period during which the 
offer TBmg ™ t open 

• what proportion of the issue 
the offer applies to. 


are interprofessional and have 
Htt te direct impact on inves- 
tors or other issuers. 

Some investors can be 
affected If they are left holding 
the illiquid rump of an issue 
which has been partly bought 
in. This problem would be par- 
tially solved by improved con- 
duct from buy-in agents. 

It would also obviously not 
apply if an issuer decided to 
make an offer, repla- 

cing discounted debt with a 
new, liquid issue - as British 
Telecom did recently. 

Few investors would object 
in principle to replacing an 
asset which had underper- 
formed with a new instrument 

However, exchange issues 
are only feasible for issuers 
wanting to replace debt Many 
analysts *Mnk the number of 
issuers in this position is rela- 
tively small. 

Although the current tax 
tre a tme n t of the capital gain 
miin dwrf by a buy-in is very 
g en ero u s, issuers often have to 
offset the costs of unwinding a 
currency or interest rate swap 
which may be attached to the 


This can make the whole 
process uneconomical. 


Paribas in warrants offer 


Two A$ deals prompt postponement of several issues 


THE Danish central bank 
yesterday held its first auction 
of three ant she month trea- 
sury bonds, a move designed 
to give flexibility to financing 
state debt, Reuters reports. 

The zero coupon bonds are 
sold at a discount and 
redeemed at par and are listed 
on the Copenhagen bourse 
after the auctions. 

The unit size of DKrlm is 
considerably larger than 
the DKrl.000 crown unit in 
which other state bonds are 
sold. 

At the auction, 3,419 units 
of three-month bonds were 
■old at the striking price of 
DKX971.51S and 4^39 units of 
six month bonds at 
DKx944£04, the bank. 

Bids were received for 7,745 
of three-month and 6,319 
units of six-month paper. AH 
bids at or above the striking 
price were met in fUIL 

The bank will hold treasury 
bond auctions four times a 
year, and will accept bids only 
from financial Institutions and 
stock brokerages. 

The main purpose of the 
bonds Is to supplement state 
borrowing operations with liq- 
uid short-term paper, enabling 
the central hawk to minimise 
in t e rest payments. 

The bonds wffl fill a gap In 
the thin short end of the 
money market, and, dae to , 
their liquidity, allow volume <* 


By Norma Cohen 


By Deborah Hargreaves 


THE launch by Paribas Capital 
Markets of warrants based on a 
basket of stocks in the telecom- 
munications sector is the latest 
in a growing wave of interest 
in over-the-counter equity bas- 
ket products. 

Paribas says It saw strong 
retell Investor interest for its 
two previous basket Issues of 
“green" and “red” warrants. 
The green warrants ran for 
two years and can be exercised 
into a basket iff West German 
stocks likely to benefit from 
environmental concern in 
Europe, similarly, the red war- 
rants were based on a basket of 
German stocks likely to benefit 
from reunification. 

Paribas’ latest issue of “ET” 
war r a nts gives the holder of 20 


warrants the right to wwria* 
them into telecommunications 
shares in France, Sweden, the 
UK, Italy and Germany. 

The warrants are priced in 
Ecu and are being sou mainly 
to the retail market 

Several brokerage houses are 
understood to be looking at the 
launch of these sort of sector 
baskets which they believe will 
increase in popularity along 
with the growth of the 
over-tberotmter derivatives 
market in Lostdon. 

Stocks with a strong “ sto r y" 
attached to them are proving 
popular with Individual 
investors in the wake of tur- 
moil in Eastern Europe and the 
rtm-op to the single market in 
1992. 


ACTIVITY in primary 
Eurobond markets was again 
becalmed by interest rate 
uncertainty. Only two new 
deals emerged yesterday, both 
in Australian dollars tar- 
geted at specific pockets of 
retail demand. 

Significantly, the emergence 


NEW INTERNATIONAL BOND ISSUES 


Ammh. CMpnn % Mm 


the securities in the US cur- 
rency at an exchange rate of 73 
cents to the A$. 


SES may open 
OTC market to 
foreign brokers 


Finance Co.ol SAunfrallaO 
Council of Eu r ope 6 

+ Final terras. 


i/% an 


INTERNATIONAL 

BONDS 


of the two deals, both of which 
carry relatively high coupons, 
was said to have forced the 
postponement of several other 
issues — including one for a 
big French bank — in Austra- 
lian dollars. 

These deals were intended to 

pay somewhat more modest 


interest rates «nd ttm« could 
not wttnpgte with coupons an 
yesterday’s issues. 

Still, dealers noted that the 
foot that underwriters are post- 
poning issues rather than 
launch into a disinterested 
market, is a sign of the new 
sensitivity towards profitabil- 
ity that is creeping into the 
Eurobond market 

Finance Company of 8outh 
Australia, the overseas bor- 
rowing vehicle of Beneficial 
Finance Carp - itself a subsid- 


iary of State Bank of South 
Australia - issued a two-year 
Afsom E ur o b o n d bearing a 
coupon of 15% per cent and 
priced at 101.90. The bonds 
yield 1&22 per cent if said at a 
discount equal to frill fees. 

Lead manager Credit Com- 
mercial de France said the 
bonds are targeted at retail 
investors in European curren- 
cies who own maturing A* 
bonds. If these i nv estors opt to 
reinve st p r ocee ds in their own 
currency, they will have to 


recognise a currency loss. For 
Instance, the A$ has fallen 


about 15 per cent against the 
Belgian franc over the past 
year. 

similarly . Council of Europe 
yesterday launched a A$50m 
one-year Eurobond via Babken* 
Trust International bearing a 
1716 par cant co upon and 
priced at 16L75. 

The catch is that toe issuer; 
which just last week issued a 
15 per cent one-year Eurobond, 
has the option of redeeming 


■ THIS French Treasury is sell- 
ing FFxsiom of 20-year bonds 
to Mexico to back the principal 
repayment of bonds Mexico Is 
issuing to commercial banks as 
part of its recent $4&5bn debt 
res chedulin g agreement. Ren- 
ter reports. 

The Finance Ministry said 
interest on the bonds wffl be 
capitalised at an annual rate of 
9l82 per cent with the result 
that upon m aturi t y Mexico wffl 
receive FFT&Sbn with which to 
pay off part of the new bonds it 
is issuing, they said. 

Hid US and Japan have 
Issued Simitar private-place- 
ment bands to help Meodco’s 
debt restructuring. 


THE STOCK Exchange of 
Singapore (SEQ is ccnstdCElng 
the participation of foreign 
brokers on the 
ovcx4b0-coiniter (OTC) market 
and will encourage listing of 
more local and foreign compa- 
nies an tiie main board, Reu- 
ters reports. 

The OTC market, also 
known as CLOB (Central Limit 
Order Bode) International, has 
the potential for trading a 
wider diversity of regional 
stocks, the SES mM. 

• Sanwa Bank (Switzerland), 
a snlwMtery of Japan’s Sanwa 
Bank, has acquired the private 
banking department of Robert 
Finning (Switzerland). 
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THE expiry -of March fT-efi Ido 
index contracts cut Mdsy bo o sted 
'turnover art ttta futures market. 
UManwtiKe, opflonadaaKig levels 
remained depressed an subdued 
stockmadKet trading. 

On the Londoi* international 
Financial Futures Exchange, the 
main Incentive for investor* 
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Leucadia bids for Molins 


By Andrew MB - 

MOLINS was yesterday forced 
to fight ito third hostile hid 
since 4987 after XEP Securities, 
Sir. Bon Bdedey’s 
vddde, agreed to sell its S3 par 
cent stake In the cigarette 
machinery and medsbm end- . 
nearing; group to Leucadia 
National Corporation. 

Leucadia; a quoted New 
York flnmpany with interests 
ranging t r a m insurance 
b a ntin g to bathroom vanity 
rf y rf ta , ia offering 2S2p cash for 
Mt* Waihw share. That values 
the group at about £75fon, and 
compares with yesterday's 
opening price of 246p. The 
shares closed at 251p. 

Briecting the bid as "totally 
hmAxpate and unacceptable*, 

Mr NbD riaAa,' MnHnu rhnh~ - 


man, also attacked Iff, which 
has mounted two unsuccessful 
bids for Mottns. Be described; 
the 'company as **hgty fy ^ w ypi 
that does a lot of damage to 
fiensi Me long-term brvefitment 
In industrial companies*. , 

Leucadia, which already 
owns L8 per cent of target 
company, claimed MoUn^ 1983 : 
profits of £18.9in before tax 
were deceptively high because 
they included the benefit ..of-' 
new methods of accoxmfingLfor 
pension costs, ft also attacked 
Moling^ Br azilian operation, 
profits fr iwii which are dUDculs 
to recover. ‘ ^ 

The US co mpa ny a akLyeatar- 
day it bad nafa no fa™™ 
about the future of Matins, but 


would' hope to have discus* 

However, Mr Clarke «m*h* 
“At this- stage I can see no 
point In meeting- at alb it 
might have been more proper 
if they are long-term investors, 
to cane and talk to us before 
, thejr bought the stake.” 

Leucama’s adviser, 7 & »nii»m q 
.Bank; admitted flat there was 
little synergy between the two 
■ companies. . 

However, one attraction for 
bidden may be the nwrpnHB^ 

income stream from patents on 
tin. automation of 
tools -the so-called 
manufacturing system first 
patented by Molins in 1865,' 
which is the subject of US legal 

artinn'. ; ■ 


Hawker Siddeley reorganises 


By Cfwtos Lu a d b o a ter, Industrial Editor 


r Uj**2: m 
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MR DUNCAN LEWIS is going 
to have his work cut out From 
next week Ms job will be to 
develop corpor a te strategy for 
Hawker Maudey, the- diverst- 
fled gn gbuwbig gwnij, which 
makes everything from large 
electric motors to sheep shear- 
ing w|iri ]^w nt 

Dr Alan Watkins, Hawker 
Slddeley’s chief executive, is 
bringing Mr Lewis in from 
British Telecom where he was 
director of strategy for net- 
work services, to enact a long- 

plmmwj ng 

In spite of a 10 per ce nt 
increase In pretax profits to 
fafffim, many of the businesses 
showed Bttie growth last year. 
Tmnwnar tn TTk manufacturing 
rose to £863m (£7981 but profits 
were flat at £79m. A 46 pe r cent 

increase in US sales produced 
an 8 per cent profits rise. 

Some divisions, such as rail 
and electric power, win benefit 
from Investments by their 
main customers, British Rail 
and the electricity distribution 
companies. But a boom for 
those sector s could well come 
to an end within five years. 

Hawker Sktdeley*s second 
p roblem has been Its lack of 
coherence and vision. Gener- 
ally a manager wimiing «n> of 
its hundreds of factories with 
an othimI tu rno v er of from 
£30m to £40m would have 
ambition^ limited to acquisi- 
tions of £Sm to £Ukn. Corpo- 


rate headquarters reacted to 
and vetted proposals built was 
difficult to initiate strategic 
development from the ce nt re/ 

Tbxt reorganisation is meant 
to curtail costs and raise andd- 
tkms. ■ s t r at eg i c thinvi ng at the 
centre flhrmt: rinwili ^ n g fafaw . 
national markets is meant. -to 
combine with more dynamic 
management of the dtvMons. 

The businesses are being 
regrouped into more coherent 
units. Three will be product 
based: electric motors, fasti**? - 
merits and controls and bat- 
teries - and another three will' 
be market-based: rail, . aero- 
space and electric power. . 

plans for latkmaBiallflu axe. 
expected to be within 

four months. 

Dr Watkins ririmml ft was 
unlikely that many factories 
would be (dosed. Costs should 
be cut through more shared 
purchasing, marketing, 
research and development and 
a rationalisation of product 
plana. 

The success of the reoraani- 
safion, however. Is far from 
assured. 

In the first place, some 
things will not change that 
much. The largest division 
with a turnover of £609m will 
be general engineering, a rag- 
bag of businesses from diesels, 
to lighting and steel wheels. “It 
would be remarkable if «>nw of 
those businesses irate not add. 


but 8n division h ost up for 
saW* Dr Watkins said. 

..The engineering d i v isio n is 
not as big as it seems, though. 
A third of its t ur n o v er comes 
from investments in related 
coan p aniesandathlriiftemthe 
Canadian operations which are 
run as a separate entity. 

Secondly, the divisional 
heads will not have much 
ince ntive to make deep cuts in 
their businesses or consider 
selling the division. Huy are 
not going to do a do-it-yourself 
banging Job." 

These larger strategic dedr I 
sfams, win rely an the strength j 
of the y et unproved central, 
strategy unit. 

Dr Watkins embarked on i 

thin co urs e ntim mmrt-ha ago 

only to fiitfli the ibh 

not have the resources to plan 
the reorganisation, ft is possi- 
ble the management also 
underestimate how long it will 
taka tointrodnce .change. 

A farther consideration ia 
that by making the structure 
of its business clearer Hawker ' 
Siddeley may become more of a 
takeover target tire 

But Dr ^Watkins is not 
Ibokfag for any allies: "Run- 
ning this company is compli- 
cated enough without having 
to worry about partners." 

The reorganisation clearly 
identifies the tasks Hawker 
Si dd eley faces. But the really 
hard work is yet to begin. 


Edelman’s 
Storehouse 
stake now 
below 5% 

By Moggie Urry 

MR ASHER EddsEsja, the 
Am erican arbitrageur who for 
months stalked Storehouse, 
Sir Terence Conran’s retail 
group, has reduced his stake 
in the group to below the 5 per 
cent notifiable level. Store- 
house shares were unchanged 
yesterday at UTp. 

Meanwhile, Storehouse Is 
expected to decide soon 
whether to sell Richards, its 
women's fashion chain- Bids 
have been Invited for the 
chain, which some analysts 
fWnlf could fetch gAftm 
Mr Edrinum once WHn< * rinse 
to bidding for the group, 
which also Includes BbS, Habi- 
tat, and Motitercare. 

In June last year, he talked 
of a 185p per share bid, valu- 
ing the group at £755m, condi- 
tional on Storehouse manage- 
ment's agreement. 

Mr Eddman Ms dafca 

S to ft per cent at one time. 

is thought to have made a 
| sizeable loss on his investment 
in the shares, hot was jester 
day unavailable for co mm ent . 

Storehouse said yesterday it 
would be sending out notices 
under Section 212 of the Com- 
panies Act to find out how 
ma ny shores Mr s till 

held. 

Mr. Edelman’s > « *M* * t was 
first identified in December 
1968. In March 1989, Mr Edel- 
man was deemed by the Take* i 
over Panel to have e n tered an 
offer period when ha said ha 
was considering a bid for 
Storehouse. A deadline of July 
14 was put on tire offer period 
and whan that date arrived Mr i 
Edehnan had left the UK. 

He would have been free to 
Md again in July this year. 
But in September he reduced 
his stake, ffis latest sale was 
of at least 3.7m shares. Stare- 
house said. 

Vickers chief gets 
37% pay Increase 

The salary of Sir David 
Plastow, chairman of Vickers, 
the engineering, and 

Rolls-Royce car -group, ; 
increased last year by 87 par 
cent to £406396. Vickers saw 
its pretax pr of its rise by 1M 
per cent to £83Am in the year 
to December 31. 


Kingfisher pleases City with £ 207 m 


By Maggie Urry 

KINGFISHER, the retail group 
which includes the Woolworth, 
Superdrug, B&Q and Comet 
«*yyina, reported mwwi profits 
for the year to February 3 bet- 
ter than analysts had been 
expecting. The shares rose by 
8p to289p. 

However, Mr Geoffrey Hul- 
cahy, chair man and chief exec- 
utive had more gloomy words 
for retailers ana Comet, the 
group’s electrical chain, saw a 
sharp tall In profits. 

Group pre-tax profits were 
£207 .4m (£175.3m), excluding 
profits on property sales, but 
were boosted by a pension fluid 
hnHifay worth £6. 7m. This holi- 
day is expected to last for at 
least 10 years. 

There was an extraordinary 
charge of £58m related to the 
costs of bidding for Dixons, the 
electrical chain. The bid is cur- 
rently being investigated by 
the Monopolies and Mergers 
Commission which is due to 
announce it findings on April 
27. 

Mr Mulcahy, who in Febru- 
ary 1968 was (me of the first 
letafiers to warn of the diffi- 
cult trading conditions now 
being experienced, said “the 
retail sector is facing more 
than a temporary cyclical 
downturn and, therefore, it is 
not just a question of sitting 
back and waiting for the good 
tfwwm to return." 

Kingfisher’s strategy, Mr 
Mulcahy said, would be to 
increase its share of each seg- 
ment of the market it operates 



Geoffrey Mulcahy: “It Is not just a qu 
watting for the good times to return" 


of sitting bock and 


in ypd improve wffiiifa" 1 * 1 * in 
the face of costs which are ris- 
ing foster tiim prodnet infla- 
tion. 

The year had seen a “robust" 
performance from Kingfisher 
and he thought that a rise in 
fully diluted earnings per 
share of 14.7 per cent to 29.7P 
was well ahead of the average 
likely to be seen from the 
stores sector. 

Group sales were 9.4 per cent 
liirimr at fig.Qhn tmt ^ on waHiw 
profits were 9 per cent up at 


Son Life restructuring approved 


By David Owen 

SUN LIFE Assurance, which 
yesterday unveiled a 22 per 
fav-re ase in shareholders' 
profits for 1968, is to establish 
a new non-insurance bolding 
company for the Sun Life 
Group with the blessing 
of its two largest share 
holders. 

Both TransAtlaniic Hold- 
ings, with 29.77 yes cant of Sun 
lib, and L’Unum des Assur- 
ances de Paris (UAP), with 
2532 per emit, have indicated 
their intention "under present 
circumstances* to vote in 
favour of the proposal. 

When a similar restruct urin g 
was suggested in December 
1986, it was vetoed by TransAt- 
lantic which com plaine d of 
undue inadequate safe- 

guards for wbarehnlnw ri ghts, 


and lack of communication 
regarding diversification 
plans. 

The new HnMhw comoanv. 
which wifi be called Sun Life 
C orpo r atio n , wfll be free from 
the legal constraints imposed 
on insurance cnwipt m iaa in the 
UK and wfll hence escape the 
burden of dual regulatory 
requirements an overseas pro- 
jects. 

The new stru ct ure is also 
expected to enhance the 
group* 6 firanftfod flariMMy but 

was not conceived predomi- 
nantly with European expan- 
sion in mind. "The diversifica- 
tion of the group’s activities 
beyond long-term insurance 
business has it increas- 
ingly inappropriate that the 
principal h hiding company of 


the group is a registered insur- 
ance company,” Sun Life said. 

Shareholders’ profit after tax 
rose to £283m (£23-2m), while 
retained profits earned for- 
ward were lifted by £2lm to 
£8.4m. 

Much the largest contribu- 
tion — £19Jim — came from 
the Sun Life Assurance Sodr 
ety, which raised the propor- 
tion of distributed surplus allo- 
cated to shareholders to 9A per 
cent. The group intends to 
increase this to 10 per cent for 
1990. Mr John Reeve, managing 
director, said that the move 
was "categorically” not made 
as a result of pressure from 
large shareholders. 

Shareholders received a 14 
per cent dividend increase for 
1969 to 44Jlp (88A9p). 


£245 Am. Interest charges fell 
slightly to £36m (£38.7m) 
fhanirq to a £95J9m fall in bor- 
rowings. Year end gearing was 
26 per emit. 

There was an exceptional 
gain of £84£m of profits from 
sale and leaseback daala. 

B&Q, the leading DIY 
retailer in the UK, increased 
sales by 73 per cent, adding 
market share in a weak market 
Mr Mulcahy said. Operating 
profits were 14 per cent up at 
£87Dxl 

Comet, Kingfisher’s own 


electrical retail chain, 
increased sales by 6.7 per cent 
to £519.2m, but suffered a 
squeeze on margins with Hke- 
forhke stores showing a slight 
fe ll in volume of pi% . Profits 
were £17 sm. down neatly 30 
per cent from £25Jm. in spite 
of a gm»u profit front the 
Leaky’s chain bought in the 
autumn. 

The WooBworih high street 
chain increased safes by 8.7 per 
cent in spite of a reduction in 
sales area. Profits were up by 
108 per cent to SSSJQm. 

Superdrug, the drugstore 
i-hain which has expanded rap- 
idly since Kingfisher acquired 
it in 1987, lifted sales by 20A 
per wmt — which tncindpa dou- 
ble figure HfeeJbrvHhe vo lum e 

gains - and profits by over a 
third to £29.7m (£22J2m). 

Chartwell Land, the group’s 
property division, increased 
development profits from 
tifi ftn to fiQ.im, investment 
tnmmft fr o m C 4fl_1m to £43J3m 
and realisation profits were 
down from £4.1m to £2.4m. 

The investment portfolio Is 
worth between £550m and 
£600m of which £100m ia in 
non-retail properties. Mr 
Archie Norman, h w meg direc- 
tor. said the group was not 
exposed to unfunded or unlet 
developments, and that 27 per 
cent of the £UQm development 
properties were nan-retefl. 

A final dividend of 7Ap (7-2p) 
is proposed to give a total of 
lL5p ClOAp), a Else Of 9A per 
cent 

Robert Horne 
shares are 
suspended 

Shares of Robert Home, the 
UK paper merchant, were 
suspended yesterday pending 
an announcement. Analysts 
speculated an «w nmi Md 
from BOhrmann-Tetterode. the 
Dutch paper and office suppUea 
group, was likely to be 
announced. The two parties 
have been in merger talks 
since January, writes Maggie 
Urry. 

Speculation was fuelled 
because B-T had called then 
cancelled a pr es s weftiHMUH h 
the Netherlands. However, the 
deal is assumed to have been 
delayed, not called off. 

The ordinary shares wore 
frozen at 43% up 1% on the 
day, and the non-voting A 
shares at 37lp, a rise of I7p. 


BOWATER 
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topi 
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58 Jp 


46Jp 


INV1ESCO MIM PLC 

Formerly Britannia Arrow 

Holdings PLC 

1989 Results 


36.7p 


Pre-tax profits 

£35.5m 

£27. lm 

Earnings per share 

11-Op 

8.4p 

(Miy diluted) 

10.0p 

8.1p 

Extraordinary profits 

£6.4m 

£7.9m 

Ordinary dividend net 

6.0p 

5.5p 

Funds under management 

£24bn 

£17bn 

at year-end 

(OB$39bn) 

(US$3 lhn) 


2Z3p 


20.4p 


1985 1986 1987 3988 1989 

EARNINGS PER SHARE 

*It is pfeaang to note that the return on saks in continuing businesses 
has improved from 7.5% in 1988 to 8.3% this year. 

Our strategy is to develop Bowater into a company which can improve 
both the long as well as the short tarn wealth of the shareholders. Significant 
rfforts were devoted by management to acquiring and integrating co mp a nies 
whose contribution will enhance profits in future years. 

The year has started well. Yfcfecc 1990 with quiet co nfid e nc e.* 

•>Nonnanfrdand*C3iairman 


LORD STEVENS OF LUDCATE, the Chairman, reports: Profits before tax 
and earnings per share for the year have shown an increase of over 30 per 
cent compared with 1988, partially assisted by a recovery in wodd markets. 

The 'v'TnVvmori record results of the UK and Jersey investment 
management operations have been particularly encouraging, reflecting 
significant new business growth as well as market growth in both zetail and 
wholesale ftmda under management in the UK and increased sales of our 
range of offshore funds. 

At the end of December 1988 we acquired the outstanding 55 per cent of 
INVESCO Capital Ma na gement which is folly reflected in the earnings erf the 
group in 1989. The result & our North American subsidiaries particularly in 
respect of wifiwal funds have been somewhat disappointing in spite of the 
stronger dollar and the growth of the US equity mazkets. INVESCO itself has 
howeve r not lost any clients as a result of the transaction and has had good. 

new business growth. 


cm 31 January 1990 the company changed its name from Britannia Arrow 
Holdings PLC to INVESCO MIM PLC so as to more closely identify the parent 
«wwpa«y with its major operating subsidiaries. Secondly, the company has 
entered into a joint ventnre agreement with IMI. the leading Italian fmancinl 
services and mutual fond group, to exploit the opportunities created by the 
formation of a single European market. Initially, the joint venture wfll be 


Finally; it was announced on 19 March 1990 that the Company had entered 
into a coaxtitional agreement for the sale of the business and assets of 
National Employees Life Assurance Holdings Limited (“MEL”) to UNUM 
Corporation of the United States far an aggregate consideration of £43 
mflhon. It is anticipated that the sale wfll significantly enhance cur earnings. 
This will enable die Group to concentrate its zesoozees on its core activity of 
global fund management Farther details of the transaction will be 
despatched in a circular to sharehokiterB as soon as possible. 


AUenqoiriesiDDvidljnii, CbrfRxecotnn, Bowater ladiatriBi]ilc Telephone 01 J8+ 7070 

bsatd hytheDinKnjnofBowwwliidusirwpIcwteacCTptreipooiiiMliijr fcriiecniEeiai 
of dm adrcrtiacaieot, which fan bees ipprewd by £r*at 6c 'ftMttg, a firm tutboriacd by 


Tlie AmmalGonfinil Maetinu wfll be held on Friday 18 Blay, 1990. 

rnn rirnrnfri ■rriTriiiiiiiilvuii imfuntir 
TlwSaoiwc ry 

INVESCO MIM PLC. U Dro na l ili e Squitro, Lcodoo EC8M 4TB. 
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The outlook from the annual review of Mr J. 
Ogilvie Thompson, Chairman of Anglo 
American Gold Investment Company Limited. 


Amgold 


Despite the more sanguine statistical background for gold, a 
degree of caution is always warranted 


The welcome revival in the price of goU should not induce 
any sense of complacency in the industry. It is true that the 
average depredation in the rand since its precipitous fall In 
1985 has more than compensated for the gyrations in the 
dollar price of gold since then. Yet an average annual 9 per 
cent rise In the rand price per kilogram over this period was 
not sufficient to compensate for inevitable cost escalation in 
an environment in which producer price inflation ran at 
15.4 per cent per annum. 

The situation became even more acute in 1989 when a 
lower average dollar price was only just offset by another 
drop in the external value of the rand. The further decline 
in the rate of cost escalation to 9.3 per cent per ton milled 
was certainly very encouraging but, with the virtually static 
rand price and lower output, greater pressure on margins 
was unavoidable. 

South African gold mining industry 

I s a i d last year that a continual depredation of the currency 
was not the answer to maintaining the viability of the gold 
mining industry. This observation is all the more pertinent 
in view erf the extraordinarily courageous changes which 
have taken place politically, and in terms of economic 
pofides and priorities which, if sensible counsels prevail, 
offer remarkable opportunities for renewed growth with 
reduced inflation. In this context, the authorities’ 
commitxnent to maintaining a more stable exchange rate 
implies some appreciation of the rand against a weaker 
dollar at times. While this is not comfortable for the industry 
In the short term, it is a salutary reminder that all have a 
part to 'play in reversing the inflationary process. This 
heightened challenge must be met In this respect, the more 
constructive relationship established with the Coundl of 
Mining Unions and the National Union of Mineworiters 
over the past two years is extremely important, as is the 
progress towards tire Anal elimination of all vestiges of 
radal discrimination in regard to labour mobility and work 
opportunity. 

International demand 

The careful assess m ent by gold analysts during tire past 
year seems to have been realistically based although much 
depends on unpredictable geo-political factors. A degree of 
caution is always warranted. The possibilities for greater 


prosperity in Europe - and the world - can only benefit 
jewellery demand, and the World Gold Council is focusing 
its efforts in this direction. At the same time, the uncertain 
transition in Eastern Europe underlines the hedging qualities 
of gold. Against this, the ‘Gorbachev factor’, affied to 
inexorable problems of adjustment in the Soviet Union, 
could lead to further instability and perhaps a flight into the 
dollar. In any event, interest rates will remain relatively high. 
Nevertheless, despite prevailing nervousness, the major 
economic role of Japan seems assured and changes in 
insurance industry portfolio regulations and other needs 
augur well for continued demand for gold in that country. 

International supply 

Oven this, and the more sanguine statistical background, 
the US proposal for the IMF to dispose of three million 
ounces of its holdings of 103 million ounces to assist 
defaulting debtor nations could prove a double-edged 
sword. Leaving aside current opposition to the idea, and an 
inevitable delay in any implementation, the plan 
underscores an ultimate dependence on gold. In the past, 
IMF and US Treasury gold auctions appeared to engender a 
new willingness to absorb additional supplies of bullion, 
eventually at higher prices. Admittedly, circumstances are 
different from 1979/80 when the previous programmes 
were suspended, and central bank gold stocks are not now 
regarded as permanently immobile. However, while mine 
production is still likely to expand in the near future, recent 
experience has demonstrated that there is no cornucopia of 
new gold for a world still beset by profound anxieties. The 
resilience of the market confirms a deeper appreciation of 
the reasons why mankind places such value on this rare 
metaL 

New chairman 

I shall be retiring as Chairman of Amgold after the annual 
general meeting and the board has elected Mr Nicholas 
Oppenheimer to succeed me. I have been Chairman for 14 
years during which the assets of the company have grown 
from R797 million to R8 422 rafflon. It has been a period 
of great developments in the gold market and in the South 
African gold mining industry and it has been stimulating to 
chair this great comp an y over this period. I am most 
grateful for the support I have enjoyed from toe board. 


London Office: 40 Holbom Viaduct EC1P 1AJ. Registration No: 05 09084 06 (inc or por a ted in the Repdbk of South Africa] 
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MANUFACTURERS AND DISTRIBUTORS OF LADDESWEAR 
Unaudited Interim Results 



Half 

Half 



year to 

year to 

Year to 


24/11/89 

25/11/88 

26/5/89 


£000 

£000 

£000 

TUraover 

12,085 

13,768 

24,682 

Profit (Loss) before tax 

(252) 

426 

837 

Tax (Charge) credit 

88 

(157) 

(323) 

Profit (Loss) after tax 

(164) 

269 

514 

Earnings (Loss) per share 

(1.29p) 

2.12p 

4.06p 


Company carrying record stockholdings of presold stock. UK factories pro- 
ducing at record levels with order books full through into the Autumn. 

Presold production running at a rate of £600,000 per week since the beginning 
of 1990. A sales increase in the order of 20% anticipated for calendar yean 

High interest rates, delay in settlement of consequential loss claim, expanding 
production & high stock levels all contributed to interest charges in excess of 
£525,000. 

Supply difficulties and uncertainties in China resulted in lost sales of around 
£2 million in silk garments in the fiist half. However, these problems have 
been overcome and as silk now has a much udder public appeal I anticipate our 
long term investment will create profits in the ensuing years. 

I am confident of the satisfactory outcome of arbitration at the end of April 
and very much regret the detrimental effect on the recovery and expansion of 
the Group caused by unwarranted delays in settlement by the insurers. 

Colin Radin, Chairman 


GROUP PKaLUftTED 
m THE MATTER OF THE 
MSOLVBKY ACT 1988 


t*oOcm h fcarafcr #*>■». |MHM k> 
SwflkM 48 ol (ha hMotvmcy Act 1806 . 
Ml ■ m ann a M Cmdltm of tba 
■ b oimn —d Connany "W ba M M 
M Croat HaML 841 QmtaMa Rond. 
Luton. Frfctay a April 

to 3J0 pm tor Vm p u rpo— a to Imtaa 


too JaM MmMotrato m n oofynm In 
•a xrOmnc m onto aw «M taatom ond. 
V toaugM 8t ■ppaMIng ■ C u mn toM . 
Crodttoro wbaaa dolma aro wholly 
Mono* oro not ontMod to totond or 
to too MoUnp. CrodRora who ora 
portly monad may only voto In 
iwpoci to too balanca to too amount 
tom in toon «tar dadmdng M who 
to too aonntty, m oto ha otod by ttam. 
A crodhor In raapact to a dabt duo orv 
or monad by. a bn to tod a ngt or 


to any paraon wfw la IMMa on toa bn 
aMboadanoy to too Company aa ■ 
8oa*tor hold by him [u nt ooo M por- 
m H «uWa« to a bankruptcy ardor or 
In Ihtuldaflon). Crototom wtaMng to 

MM to too Mom Mooting mum lodgo 



THE ROYAL BANK OP CANADA 
UA S350000000 Floating Rota 
Debentures due 2005 
b accordance with the Terms and 
Condtttons ol the Debentures, the 
interest rata for the period 30th Monch, 
1990 to 30th April, 1990 hae been fixed 
at 8X% per annum. On soth April. 
1990 interest of OS- 87.319444 par 
UJS. 81,000 nominal amount ol Ota 
Debentures w!B be due for pa ym en t 
The rale of interest for the period 
commencing 30th April, 1980 will be 
determined on 29th Aprfl, 1S90. 

Agent Bank and 

Pr in c i p al Paying Agent 
£ga ROYAL BANK OF CANADA 

ffixBl EUROPE LIMITED 


U.S. $40,000,000 

Industrial Bank of Finland Ltd . 

(Suomen TeolUsuuspcmkkt Oy) 
Guaranteed Floating Rate Notes Due 1994 



NOTICE TO WARRANTHOLDER8 
THE NIPPON FIRE & MARINE 
INSURANCE COMPANY, LIMITED 

US. $100,000,000 5*4 per cent 
Notes 1993 with Warrants 

To the Holders of the above-captioned Warrants: 

You are hereby notified that the Board of Directors of The 
Nippon Fire & Marine Insurance Company, Limited resolved 
on March 14, 1990, that it wiD make a free distribution of 
stances of common stock of the Company at a rate of 0.05 store 
per 1 share of common stock to its shareholders of record as <rf 
March 31. 1990. 

The issueof new shares by way of the above free distribution 
requires an adjustment of the Subscription Price for the 


In accorda nc e with the provisions of the Notes, notice Is 
hereby given that for the six month Interest Period from 
28th March 1990 to 28th September 1990 the Notes wfl] 
carry an Interest Rate of 8^4% per annum and the Coupon 
Amount per US$10,000 win be US$447.22. 


Merrill Lynch International Bank limited 

Agent Bank 


With effect from April 1, 1990, the Subscription Price for the 
Warrants win be adjusted from 880.20 Yen to 838.30 Yen. 

The Industrial Bank of Japan Trust Company 
on behalf of 

THE NIPPON FIRE & MA RINE I NSURANCE 
COMPANY, LIMITED 

Dated: March 29, 1990 
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Dissidents exploit leak in shield 

David Owen on the background to the challenge to Aquascutum 

V ISITORS PASSING the 
stone Hons guarding the 
entrance of Aauascu* 


V ISITORS PASSING the 
stone Boos guarding the 
entrance of Aquascu- 
turn's Regent Street flagship 
store may disagree with. Mr 
Brian Myerson, when he says 
"There have been more 
fhw»g«i in tWa company in the 
past week than there have 
been in the past 50 years.” 

With its ostentatious umbrel- 
las and braces, £250 jackets 
an t? iarfc of background music, 
the outlet still resembles Lord 
Peter Wimsey’s dressing-room. 

Mr Myerson Is bead of 
Waterfall, the carefully named 
vehicle created by .dissident 
shareholders to challenge, and 
perhaps submerge, the classic 
clothing group’s capital struc- 
ture. Translated from the 
Latin, Aquascutum means 
watershield. 

Behind closed doors, how- 
ever, a Of ft m i to nmlal 

alterations is in progress. 

In a nutshell, the two-tier 
share structure that has. pro- 
tected the company from hos- 
tile takeover and assisted the 

AfirwhamH family in m h ri r i liiy 

control tor more than 30 years 
is being dismantled. 

Barring the unforeseen, one 
of the best-known names in the 
field, of quality goods is poised 
to be put “in. play". At yester- 
day's closing share prices of 
I53p for the Class A restricted 
voting shares and 350p for the 
ordinaries, the group is valued 
at jE Sfcsfru - 

The harbinger of change Is a 
clever, meticulously-planned 
scheme to compel the fall 

(wftnnrfikiimM rt of ^ 27m A 

shares hatched by Mr Myerson, 
an expatriate South African, 
and Mr William Daeombe, a 
director of financial adviser 
Campbell Lutyens Hudson and 
former chairman of. WA 
Tyzack, the Sheffield-based 

an gln iw i lu g gr o up 

.If the Aquascutum board 
does not consent to this enfran- 
chisement, the Watarftll prin- 
cipals state they will to famp t 
to engineer the company's 
winding-up under section 110 
of the Insolvency Act, later 
issuing new shares with toll 
voting rights to all existing 
shareholders. 

This threat has teeth 
because holders of the A 


' > * r . • 
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Conflict brews behind the facade of Aquascpfana's flagship stare 


shares are f megutvocably enti- 
tled to vote oil winding-up res- 
olutions - although 75 per 
cent of shareholders would 
need to support such a motion 
for it to be carried. The lack of 
provision for compensation 
would also mean that ordinary 
shareholder would be likely to 
fare very badly were this 
course of events , to be set in 
train. 

The dissidents appear to 
have all the angles covered. To 
guard against alterations to 
Aquascutum’s articles of asso- 
ciation, they have accumu- 
lated, over the course of about 
a year, 27 Jt per emit of the A 
shares - exploiting the 
absence of disclosure require- 
ments fin: re s tri cted or non-vot- 
ing securities. 

“We can veto any proposed 
change In the A shares even if 
every other A shareholder 
were prepared to vote in 
favour,” says Mr Myerson. 
“Whether we succeed or not, 
Mr Abrahams has a iri gtitmiir n 
for the rest of his time.” 

The Aquascutum board has 
decried Waterfall’s “lrresponst 
and criticisec 


decried 

bility” 


group’s unwillingness to dis- 
close foil details m its financial 
backers. What Waterfall has 
said is that 52 per cent of its 
stake is held by Symphony 
Cmttel, an open-ended invest- 
ment fond whose major share- 


holder is the Myerson family, 
and Oceana Development 
Investment Trust, mainly 
owned by the Lewis family, 
who are also South African 
expatriates. The remainder, it 
says, is held by “an American 
individual" and “a well-known 
UK e ntity ”. 

Nonetheless, Aquascutnm’s 
advisers admit that “the prior- 
ity at this stage is to review 
tbe capital structu re ; it Is not 
the intention to dodge that 
principal Iwnvp. 

“We are not defending the 
unequal share st ru ctur e,” they 

- 

Following the breakdown of 
talks last week, when ordinary 
shareholders were offered a 
one-for-two scrip issue in com- 
pensation for the dilation of 
voting rights, it now seems 
that terms will not be thrashed 
out in bilateral session with 
Waterfall. 

“It was argued that their 
terms were Inequitable to the 
ordinaries by some distance,” 
the advisers say. “Waterfall 
does not have any Godgiven 
right to represent A sharehold- 
ers.” 

it is thus still conceivable 
that Aquascutum may be 
wound up. 

Tf they now come bade and 
say: *We want compensating of 
10 new shares tor one ordi- 
nary,’ the answer is ’nuts’,” 


says Mr Daeombe. 

The board has been ga lvan- 
is ed , meanwhile, into appoint- 
mg the gregarious Mr Philip 
Birch as non-executive direc- 
tor. He buRt Ward White into a 
retailer of some stature prio r 
to its acquisition last August 

by Boots. Another director will 
be named shortly. 

Mr Birch, who expects to be 
“directing the strategy to deal 
with the way forward”, 
believes ftd the most impor- 
tant task confronting Aqtmseu- 
tmn is to explain to sharehold- 
ers what progress has been 
Tm»d» in the development of 
the management's plans for 
the business. Efe concurs that a 
vital subsidiary mission wfll be 
to review the capital structure. 

If the group’s cladding 
against takeover is removed, 
its ongoing independence, 
clearly, is likely to depend in 
large degree on its perfor- 
mance. 

Certainly, it will need to 
improve oa its record of the 
past two years, during which 
pre-tax profits have fiilfen from 
£3-09m to £2J55m. 

Certainly too, the septuage- 
narian Mr Abrahams* view 
♦fa at “a couple of years is noth- 
ing" wfll mil cm- less sympa- 
thetic ears, h o wever soM the 
progress of the company that 
Us father rescued from bank- 
ruptcy in 1932 appears over a 
longer time frame. 

The final judgment on 
whether Waterfall’s raid - Wd 
premiums aside - has precipi- 
tated a creation or merely a 
redistribution of wealth will 
depend as well on fixtur e per- 
formance. 

Meanwhile the episode will 
provide grist for debate cm var- 
ious issues ranging from the 
problems of family-controlled 
businesses to the advisability 
of disclosure requirements for 
restricted or nan-voting shares. 

The conduct of institutions 
which have abided by tbe A 
shares’ restricted voting status 
may also be called into ques- 
tion. “This has always been in 
thn public domain,” Mr 
Daeombe points out “We hap- 
pen to have read the artides of 
association with greater care 
than anyone has read them for 
a longtime.” 


Rockware beats forecast with £10.9m 


By Maggie Unry 

ROCKWARE GROUP, the 
packaging and printing con- 
cern, which warned af.dfaap- 
^obting results in January, 
managed to beat its forecast 
for 1989 by a sUm margin, 
reporting pre-tax* profits of 
. £10 -89m, up from a restated 
£&98m in 1988 - a rise of 21 
per cent. The shares gained lp 
to Sip: 

Sir Peter Parker, chairman, 
said he was “confident that 
glass, together with our other 
major businesses, will make ; 
further progress in the current 
year”. 

Mr Frank Davies, chief exec- 
utive, said that after years 
when volumes In glass had 
fallen as it was replaced by 
other packaging materials, it 
was now being viewed as an 
environmentally friendly pack- 
age and volumes were rising 
once more. 


More broken glass forrecyd- 
ing was available, reducing 
enragy .coate which make up 29 
per cent of the price of gfass- 
maMng- Tbe group could take 
much more, he said. 

In January Rockware had 
trimmed forecasts back to 
£10.5m, though earlier hopes 
had bean for profits in the 
mid-teens following three 
acquisitions fate in 1988 — a 
metal packaging division, the 
glass packag ing business of the 
Cooperative Wholesale Society 
and a 75 per cent stake in Dar- 
fington CrystaL 

Group sales for the year 
jumped by a third to £252Jttm 
and operating profits by half to 
216.55m. However, Interest 
charges of £6.66xn (£2.3m), a 
£L94m trading-loss (£309,000 
profit) in the packag- 

ing division, mil a nw loss of 
profits- In the glass division 


while four furnaces were being 
rebuilt, held down pre-tax 
profit growth. 

Fully diluted earnings per 
share rose L8 per cent to &6p. 

A change in acco untin g poli- 
cies on pension contributions 
and fhrnace repair costs 
depressed 1988 profits by blimi 
and boosted 1989 by £278400. 

The glare division operating 
profits rose 40 per cent to 
Ofiffim. 

Printing profits were down 
15 per cent to £L67m, bit by 
price cutting in computer list- 
ing paper. Plastics profits 
increased 42 per cent to £L73na. 

The new metals division con- 
tributed a £4J4m profit, on 
sales of M-W w. tbe beet mar- 
gins in the group, Mr Davies 
saftL 

A proposed f frml dividend of 
LSp gives a total of &5p 02Sp), 
a rise of 1L1 per cent 


• COflfMWT 

The irony that after years of 
diversifying away from glass 
Rockware now finds that mate- 
rial is ret urn ing to popularity 
la not lost on tbe group. The 
problem is that when glass was 
in the doldrums no one 
thought tt sensible to spend 
money on new capacity. Now 
there is a constraint. Nine of 
Rockware 's 13 furnaces are 
being rebuilt in a two-year 
prated which will stand tt in 
good stead In rears to came. 
And it emphasises the attrac- 
tion id Rockware to a predator 
— E u rope an pudMg fa g groups 
are anxiously picking up busi- 
nesses at present At sip. Rock- 
ware’s shares are on a prospec- 
tive p/e of perhaps 8 which 
may reflect more the disap- 
pointments of the past rather 
than the future potontiaL 


Senior Engineering up 28% to £17.4m 


By Andrew Bolger 

SENIOR Engineering Group 
yesterday reported a 28 per 
cent increase in its pre-tax 
profits to £17.4m in the year to 
December 8L 

Turnover rose by 39 per cent 
to £287m (£207m). 

A rights issue in June which 
increased share capital by 80 
Tier cent limited earnliiBs per 
share to &86p (6JMp)- The divi- 
dend was lifted to £86p (ZMp) 
via a final of 1.78p. 

Mr Bnlflnd Smith , rhatrnum , 
said be was pleased to re p or t 
another year of progress which 
had been achieved against a 
background of trad- 


ing conditions, partly due to 
high Interest rates. 

He added: “The economic 
conditions which currently 
prevail are not the best envi- 
ronment within which to oper- 
ate our businesses. However, 
together with the most recent 
acquisitions we have a strong 
position In several busi- 
ness areas and with this in 
mind we believe we can con- 
tinue to produce favourable 
results.” 

Mr Don iMMimn, manag- 
ing director, said the construc- 
tion services division had a full 
order book through into 199L 


Thermal engineering saw 
operating profits dip from 
£4£m to £ &5m, in spite of an 
increase in turnover from £87m 
to mfirn. Mr McFariane said 
there had been difficulties 
integrating Foster Wheel 
Power Products, acquired last 
year, but these had been over- 
come and he was confident 
profits would show a healthy 
recovery. 


Solid, respectable - tt was in 
these rather worthy teems that 
analysts greated the results of 
a group that might be expected 


to be feeling the chin of eco- 
nomic downturn, with 70 per 
cent of its turnover in the UK 
market. In fact Senior was sur- 
prisingly bullish about its pros- 
pects and says its order books 
show no signs of softening. The 
shares closed down lp at 59p. 
Forecast pre-tax profits of cam 
and earnings of 7.4p in the cur- 
rant year would put tham on a 
prospective multiple of 8. That 
seems nnrlwm aTimiig , given a 

yield of 7 per cent, and' the 
company seems confident that 
recent acquisitions will allow it 
to boost eatrrf ngw p® share as 
they are digested. 


Wace approaches Tinsley 


By Mfdd Tan 

BSD POSSIBILITIES surfaced' 
yesterday at Tinsley Robot, the 
small specialist printing and 
p ack a gi ng group, after Wace 
(hoop a iit i mm ppd that ft find 

built up a near -20 per cent 
stake and made an approach to 
the board. 

Tinsley, which prints record 
sleeves and cassette inlays and 
promotional pariiag i n^ mM u 
would discuss the approach 
with Wace. However, by yester- 
day afternoon no firm dates for 
any meeting had been agreed. 

Moreover, despite a jump in 
Tinsley shares from 24p to 34p 


atl the news, tile company indi- 
catedthat its recommendation 
would not be bought at these 
levels. Tinsley shares dosed at 
SSp, capftaHsfng the group at 
juft under £9 ul- 
Wace docfined to elaborate 

QD the fawHa! aminnwBimM^ j 
beyond saying that. there had 
beurfrfendlyGontartwiffiTIn- 
dey^e management in the past 
Wace bought some Tinsley 
p hy aw eariler this tenuthy 
ion Tuesday acquired a iu per 
cffn t holding from Throgmor- 
ton Trust* taking Its stake to 
19& per cent. 


GRANV1LL 


SPONSORED SECURITIES 


Bridgend plans expansion 


Bridgend Group fitted pretax 
profits for 1989 from £447^000 to 
£ 606^)00 on turnover from con- 
tinuing operations of £8£7m, 
against £&32m. 

Turnover from discontinued 
Operations amnmitoil to £S2Bm 
<£LL87ra). Since the year end, 
however, -the company has 
merged with Woodmgtan, an 
Irish holding company. 


Directors said that the com- 
pany now had a strong balance 
sheet and substantial liquid 
funds «nd would be WMinining 
investment opportunities. 

The final dividend Is tiJBBp, 
making a total of lp against 
OJBSp; earnings per mare were 
3.lp (SL5jp) after tax of £162,000 
(£88,000). There was an extraor- 
dinary credit of £5.45m (nil). 
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By NHdd Tall In London and Laura Rnm In Amsterdafn 


UNITED BISCUITS, • the 
UK-based: biscuits, snadks and 
frozen food group, la making 
its first movie into rnntlmmtnf 
biscuit production, with -the 
phmnwi acquiattiom-af Kontak- 
BJte Ye rtatej a quoted Dutch 
g roup .. . 

UB, which raid that negotia- 
tions had been underway for 
sometime, formally anoonnced 
tdflmi for “a far-reaching form' 
of co-operation” between the 
two companies. This, it Raid , 
would taka the form of a PI 400 
per share offer for Verkade, 
valuing the group at about 
£86m_ UB calculates that tt 
may .be another couple .of 
mouths before the deal u com- 
p ete d ■ 

Verkade, listed on Amsterr 
dam’s secondary is a 

relatively small maker of Ids-, 
cults and chocolate, aithmngh 
it is a leading player in its 
home market In the Nether- 
lands it ranks number one 
amoug biscuit makers, with 20 
per cent of the market, and 
number two among chocolate 
bar makers, with 40 per cent 
The group earned about FI 12m 
(£3-Em) on sales of FI 266m in 
1980 and employs 992- people. 
The Netherlands accounts for 
60 per cent of Verfcade’s turn- 
over, followed by France with 
28 per cent and Belgium with 6 
per cent 

Verkade’s agreement to be 
acquired by UB is a dramatic 


reversal from its bristly anti- 
takeover attitude in'1988. Per- 
sistently rumoured, as a take- 
over target. Verkade con- 
structed a classic Dutch 
corporate defence, vlt issued 
new- preferred shares * and 
pla ced them in a foundation 
rriandly to management, mak- 
ing it virtually hnpa&ibfe for a 
hostile raider to gatacontroL 
_ Yesterday Verkade admitted 
it had changed its nrfprf about 
the merits of takeovers. \ 

“The changes in the wun4r«t ' 
sue so fast that we thought it 
would be better to seek expan- 
sion — in products, markets, 
financing and research and 
development — ■ with- a large 
international firm,” ^rpiiabfytf 
Verkade. Likewise, the Nether- 
lands win provide a bridgehead 
to continental Ergpp&for UB. 

The premium in tee FI 400 
offer price implies a price/eam- 
ings ratio of abort 22; consider- 
ably above the average levels 
in Amsterdam. 

UB already -has some snacks 
interests on -the continent. 
Howe v er, despite its extensive 
interests in the US and UK, it 
does not have any biscuit man- 
ufacturing capacity in conti- 
nental Europe. 

It wffl ■ ftnwHlifrBmil -nip - 

tional borrowings. Its net debt 
was a modest 17 per cent of 
shareholders’ funds at the end 
Of 1989. 

. See Lex • 


* By Andrew MU 

BOWATEK Industries, the 
] wiB>g ti w printing mm tndns- ■ 
tH«l ‘materials sroto. hushed - 
profits up from £76.7m to 
£100m before tax in 1988, beat- 
ing most (Sty forecasts. 

The results were helped by a 
£7to benefit following the intro- 
duction of new methods' of 
aceonzcttng 'for pensloas costs. 

However, the City — which 
had been- looking for about 
£9Qmbtst year - still marked 
j the shares up by 34p to 479p- 
“ Norton Opax, the specialist 
- printer bought last year, con- 
tributed some 1 28.2m of operat- 
ing profit far the period from 
October to tee and of the year. 

Mr -David Lyon, Bo water's 
chief executive, said he -was 

particularly pleased that the 


group had managed fn pph up 

operating wtarg hw cm ca&timb 
tag business from 7.5 to 83 per 
cent He said that contrary to 
some analysts' criticisms, only 
about a quarter of Bowater 
products were supplied to 
cyclical markets such as the 
automotive, new construction, 
electrical and electronic indus- 
tries. 

Turnover was down to 
XlwNbn (£L39bn), following dis- 
posals, but earnings per share 
increased by 26 per cent to 
58. lp (4&Jp). Thte group recom- 
mended a final dividend of lOp 
to make I83p (1535p) for tee 


sale of Bowater’s freight 
operations. 

The £382m cash-and-convert- 
Ibles bid for Norton Opax 
helped push up gearing to 131 


The results showed a £S8.4m 
extraordinary gain DrinciuaUv 
representing the profit on the 


against 27 per cent in 1988. Dis- 
posals should bring that figure 
down to about 100 per cent by 

the end of 1990. 

At the time of tee Norton 
Opax offer, Bowater suggested 
the group's book printing divi- 
sion and publishing activities 
might be sold, but Mr Lyon 
yesterday refused to specify 
which businesses were ear- 
marked for disposal. 

The core print and packag- 
ing business made operating 
profits of £52L3m (£29.9m) in 
1989, on sales of £5l6m (£34lm). 


Coating and laminates pushed 
up profits from to £l5m 

on turnover of £l28m (2105m). 

Building materials generated 
profit of £21 m (£18.8m) from 
sales of £381m (£349m). 

hi Australia, tissue and tim- 
ber made £9.lra (£3,4m) on 
sales of giMm (£118m), while 
merchanting and engineering 
recorded profits of £13 3m 
(£8Am) from turnover of £l74m 
(£140in). 

Mr Lyon believed there were 
still further margin improve- 
ments to be gained from 
adding value to packaging 
products - one of the principal 
reasons - for Bowater’s 
improved eaming a in recent 


See Lex 


oxide acquisition 


Holmes Protect Blue Arrow 
directors quit wins approval 


Mr Brian O’Connor and Mr 
Tom Forrest, farmer durinwm 
and vice-chairman of Wnirmw 
Protection Group, are to resign 
as directors of the troubled 
New York security company, 
receiving compensation, under 
their contracts, of gl.88m 
(£L16m) between them, writes 
Andrew H0L 

Holmes revealed yesterday 
that tt was in breach of cove- 
nants on loan agreements 
because of losses' incurred in 
I960, and on the refin 
andng of principal payments 
falling dne in December 
199L 

The group — quoted in Lon- 
don although all its operations 
axe in the US — is in. discus- 
sions with i*md«m about -.the 

w hutinn. ■ -. i 

The company’s shares; 
which are only quoted in.'Lone-. 
don, rose Gp to 17p yesterday- ' 
That compares with a peak of 
142p two years ago. 


Mr Michael Fromstaln, Blue 
Arrow chairman, declared yes- 
terday at a crowded animal 
meeting in London’s' Cafe 
Soya], that about 983 per cent 
of votes cast by shareholders 
cm both nidas of tee. Atlantic 
were in favour of the new 
name - Manpower, writes 
Clare Pearson. 

With the change, the not 
pany, soon to return to Its 
Wisconsin base, bos taken a 
big step to reverse Bine 
Arrow’s gLSbn acquisition of 
Ma np ower in 1987 engineered 
by former rimlnwa ii Mr Tony 
Berry. 

Mr Fromstein also con- , 
finned tee forthcoming depar- 
ture af Mr Norman Tebblt as a 
non-executive director, dnrto 
Mr Tebbjttte directorship r«f 
BET., the business services 
grinip-whicb recently moved 
into the employment agency 
sector with the purchase of 
Hestair. 


PIWPEMPS ANNOUNCED 

Corras - T 
Current Date of ponding 1 
payment payment dividend y 


Ambassador Sec S_ftn 
AHes Convert S — -An 

Barrett jnl 

Boddlngton tin 

Bowater f in 

Bridgend tin 

B uataooo Tech t fin 

Ctayform fln 

Edmond Kdgs fin 

Food Industries fin 

Frogmore Estates ^-int 

Grampian HIdga fin 

Hawfcsr SMctolsy — fin 

Hogg Group fin 

House of Lerase fin 

Inveaco HIM .fin 

Klngftsher -w—J In 

Page (Michael) f in 

Rockware ———fin 

Senior Eng fi n 

Stag Furniture _!ln 
Weir fin 


May 25 
• • 

May 30 
May 16 
May 11 
May 30 

June 
May 4 
May 16 

July 3 
June 11 
May 10 
July 8 
May 20 
May 29 
June 1 
May 18 
June 15 


(LS 

3-21 

2.72 

8-25 

0.4 

1.75 
BA 

-■ 1 3 
2.7 
2.6 

2^33* 

14.1 

4 

7 

3.2 

73 

1 

1.25 

13 

425 

4.75 


Dividends shown pence per share net except where otherwise stated. 
“Equivalent attar allowing for scrip issue, ton capital increased by 
rights and/or acquisition issues. SUSM stock. SRJnquotad stock. ♦Third 
market. ^Carries scrip option. +lrish pence throughout. JFor IB 
months. 


BALTIC 

PROFITS UP 25% 
EARNINGS UP 31% 
DIVIDENDS UP 19% 


Profit before taxation 


was 

For a copy of the 1989 Annual Report. wnK UK 
The Secretary, Baltic PLC. 25^6 AW*k Wt. 
London W1X 4 AD or Telephone 071-493 9899 




Broking Improvement lifts Hogg Group to £13.6m 


By JamfUbr 

HOGG . ; GROUP, the 
in te rnational insurance broker 
which baa j'uat changed its 
name from Hogg Robinson' & 
Gardner Mountain, raised pra- 
■ tax pro fi ts by 30 per wet fn 1 
1989. 

The taxable figure of £USUS2m 
was scored on t ur nov e r up 17 
per cent to £S3A7m (£8023m). 
fit 1988, profit fell by 6 per cent 
to£10.45m. 

' Insurance broking contrib- 
uted £ 11.96m to these latest 
profits. Mr James Vaughn, 


rfarinriOTij UK retail brok- The LkQ 
tag had experienced the most increased 
intense competition in the (£3A3raX t 
grotto, wbereas there had been the 1986 pa 
signs - that premium-rate cut- divested m 
ting was moderating in the US. Mr Van 

On the UK wholesale side, acquiritimi 
r ationalis ed in 19 88 , the areas tag as dm 
of biggest improvement had ttons took 
been marina and reinsurance. companies. 

In the US, Republic Hogg Organic 
Robinson counterbalanced was about i 
reduced brokerage with the cent came 
development of new business Mr Vaught 
and portfolio acquisitions. Imp ort an ce 


The Lloyd's agency business 
increased profit to £4 .29m 
(£3.83m), in c l ud ing £3Am from 
the 1966 profit commissions of 
divested manag in g agents. 

Mr Vaughn foresaw more 
acquisition opportunities aris- 
ing as difficult market condi- 
tions took thair foil OH amallar 


Organic growth last year 
was about 6 per cent and 10 per 
cent came from acquisitions. 
Mr Vaughn also stressed the 
i m p o rt a nce of more than two 


years of cost cutting. 

The geographical breakdown 
of turnover was £4&£6m in the 
UK. £89A4m in North America 
and just over £7m elsewhere. 
Interest costs rose by more 

than film to WMm- Earn in g H 

grew to 15.1^) (lL28p). A final 
dividend of A5p makes a total 
of 735p C6-6p). 

This year, forecast pre-tax 
profits of £13m gives a prospec- 
tive p/e of about 9.5 on yester- 
day’s closing price of 152p - a 
3p gain. 


By NHdd TaK 

THE INDUSTRIAL 
realignment of Harrisons & 
OoGfield cmtlnued yesterday 
with an announcement that 
the former plantations group 
has agreed in principle to pay 
S65m(£40m) cash for the Pfizer 
Pigments business, part of the 
large US drug company. 

H&C has been steadily diver- 
sifying into building supplies 
and chemicals in recent 
months, away from Its tradi- 
tional commodity trading and 
plantations business. Last 
week it sold the bulk of its 
general trading division. 

Pfizer Pigments has five 
wtami f an tmin g gjfo in the US 
- the major one in Pennsylva- 
nia — a n d claims to be tee 
largest US producer of syn- 
thetic iron ooddes. Its share of 
the domestic market is esti- 
mated at 40 per cent 

H&C calculates that the deal 


will give it about 12 per cent of 
the world market for synthetic 
iron oxides. This would make 
it the second largest player, 
although West Germany's 
Bayer, the leader, is signifi- 
cantly larger. 

H&C already produces iron 
oxide pigments in Europe, 
principally through a plant 
near Milton Keynes. This deal 
will take it into the US and 
double production capacity. It 
will also give H&C exposure to 
higher-quality iron aside pro- 
duction; much af its existing 
production concentrates on the 
lower end of the market 

Pfizer Pigments had sales of 
SI 12m in 1989, and made an 
operating profit - after adjust- 
ing the depreciation charge to 
reflect a lower valuation of the 
assets in H&C’s books - of 
S&el The US company will be 
renamed Harcros Pigments. 


Siebe expands via $12m purchases 

By Andrew Hill 


SIEBE group, has bought three 
more control companies for a 
total of $12m (£7-35m) cash. 

Productos De Control Corox 
has been bought from Electro- 
lux through Robertshaw, 
Siebe’s US subsidiary. The US 
company is to transfer Robert- 
shaw’s electronic controls and 


thermostat operation from 
Pennsylvania to Puerto Rica. 

The UK group has also added 
Regulacion Y Control (Re-Con), 
of Madrid, to its existing manu- 
facturers of industrial and 
automotive control products. 
Finally, Siebe has bought Uni- 
vam, a West German company. 
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1989 RESULTS 

Turnover £654.6m +25% 
Profit before tax £11 0.9m +27% 
Earnings per share 45.96p +15% 
Dividends per share 13.75p +20% 

o Seventh successive year of 
increased profits and dividends. 

o Strong growth in Continental 
Europe continues. 

For a copy of tha 1989 Annual Report and Accounts, please write to: 

J. A Bower, Company Secretary, StMtlBy pie, PO Bm 53, Brawns over Road, Rugby 
Warwickshire CV21 2UT. Tel: 0788 53&E21. 
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FROGMORE ESTATES PTC 

INTERIM RESULTS 
for the half year to 31 December 1989 

HIGHLIGHTS 

Total Pre-Tax Profits of 19.96m 

Dividend up by 1 1.596 

Contracted Rent Roll ^I3.6m 

*Tlie Company is in a secure financial position 
with a low level of gearing and most borrowing is 
at fixed rates substantially below present interest 
levels. Our exposure to new developments is 
minimal and demand for existing accommodation 
which is being re-let following refurbishment 
remains goocr 

n 

“Despite an uncertain outlook we continue to view 
the future with confidence and the Group is well 
placed to withstand the effects of a major 
downturn, should this occur Furthermore, we have 
an active presence in the market and believe the 
future will allow us to re-invest advantageously” 


Tbc Itw c r im Report will be circulated to sharchokitrx on 5th 1 
from the company’s re gi stered office ar Olrer Home, 23 Wii 
(TcLOlOOOVSIl) 


win be available 
EN27AB 


G2J 

WEREUDHAVE N. V. 

(Investment Company with variable capital, 
incorp or ated in The Netherlands) 

23 Nmauplein, 2514 JT Den Haag, The Netherlands 

1989 DIVIDEND 

On March 28, 1990 ar the Annual General Meeting of Shareholders 
the dividend fry the financial year 1969 was fixed ar Dfl. 8-- in cash, 
together with 2 per cent as a tax-free boons issue to be charged no 
the share premium reserve. An interim cash dividend of Dfl. 4.75 
wax distributed in September 1939. The final dividend wil] be 
payable from April 6, 1990 as follows: 

— onpreae nt a t io n of coupon No- 42, pay m e m of Dfl- 3-25 in cash, 
less 25 per cent dividend withholding tax, will be made per 
ordinary share of DO. 20.- cadi. 

— coupon No. 43 win represent tbc 2 per cent boons issue sad on 
presentation of rhe correct multiples of coupon No. 43 new 
ordinary shares of DfL 20,- wdr will be issued. 

Dividend coupons both for cash payments and in nurhangr of shares 
may be presented at the offices of Pierson, Heldring & Pierson N.V, 
Rempcn & Co. N.V., Codpcrarieve Ccntrak R aiffci sen- 
Boerenkenbanfc R.VL, Annterdam-Rotterdam Book N.V., Aigemene 
Bade Ncdedand N.V., Bank Mces & Hope NV and Credit Lyoonais 
Bank Nederland N.V. at their respective branches hi Amsterdam, 
The Hague, Rotterdam and Utrecht, or ar the offices erf the 
Generate Bank, Bank Brussel Lambert, and Kxediexbank in 
Belgium or of Morgan Grenfell & Co. I .g nftrri , New Issue 
Department, 72 London Wall, London EC2M5NL. Any shares 
■rising from the bonus issue not daimed by December L 1990 will 
be aggregated and sold and the proceeds kept available for coupons 
subsequently prese nt ed on a pro-rata basil. 

Whoa a bank or brakes 1 presents coupon No. 43» these coupons 
should be stamped with the name of the presenting office on the 
backof the coupon. In connection with the exchange of coupon 
No. 43, a atamu a y payment will be made by the Company to the 
mem b er s of the Vcrcniging toot de FAwtenlu ndd ("A mo t -wii on of 
Members of the Amsagdam Stock F.sch a n gQ; shareholders will 
therefore be able to collect tbeir bonus issue without paying a 
commission. Shareholders who request their bonk to arrange for die 
defiway of the bonus issue on their behalf may be duuged in 
acc o rdance with the rules of the Ncdcriandse B a nki e isv e i c ui ging 
("Netherlands Bankers Association”). 

The necessary shares to satisfy the bonus issue in full wiH retnaio 
irrevocably deposited at the offices of Pierson, Hekfring & Pierson 
N.V. in Amsterdam until Dec em ber 1, 1990 m the estreat that they 
have not been taken up by shareholders. 

The Hague, March 29, 1990 By arderoftbeBoaid of Management 



Does your company's 
new Rate Bill look Silly? . . . 

time to appeal is short 

Do not pay more than you must for the 
next Cw years -seek ad vice from the 
Rating Professionals. 

Your partner in property 


Grim le y J R Eve 


CHARTERED-SURVEYORS 

London071 895 1315 Birmingham G2l 23682% Bristol 0272 277778 
Glasgow 041 204 1996 teedS 0532 442874 Manchester 061 834 7187 


Issue of up to 
U.& $360,000,000 

Elders KLlteaswy 
(Australia) limited 

Subordinated Quar an m o d 
Floating Rate Notes due 1995 
G ua r antee d as to Principal 
and Interest by 

Elders tXL Limited 

For the Merest period March 29, 
1990 to September 28, 1990 the 
Notes wtt cany an interest rata of 
9.4875% per annum. The interest 
payable on the relevant in terest 
payment date, September 28, 1990 
wffl ha U.S. *4,822.81 per U.S. 
SI 00,000 Nominal Amount. 

By: Tto Chare Maritebn Bank, IIA. 

LaadtaUHjaatBaDBfc... 

March 29, 1990 



UK COMPANY NEWS 


Orders boost helps Weir 
improve 17% to £22.4m 


By Graham Dollar 

THE WEIR Group, the 
Glasgow-based engineer, yes- 
terday announced profits 1? 
per cent higher at £2298m pre- 
tax and a record order intake 
ahead by the same amount at 
£250m. 

Tin Viscount Weir, chair- 
man, said order enquiries con- 
tinued at a high level, with a 
aim lift in the past month, 
luriurttng a £10m contract won 
by its Liquid Cm Equipment 

subsidiary to supply cargo 
hauling plants for three 


the largest company in the. 
group, has been awarded a con- 
tract, valued at “well over" 
£6m to provide pumpsets and 
systems equipment for a sew- 
snpply project in the Mid- 


During the year, Weir 
acquired HopUnsons Ltd, a 
valve manofajeturer, from Hop- 
jdnsans Holdings. Hie opera- 
tion “fits very wall into our 


Additionally, Weir Pomps, 


The increase in profits came 
on turnover ahead 35 per cent 
to £2329Gm (£l7j_37m) and was 
struck after exceptional credits 
amounting to fan (£L39mX 
The outcome was re duced , 
however, by a pension prorvi- 
ekm of some £lm as a result of 
the group's fanhleinentaticai of 

SSAP24. 


activities” the chairman 
“Since J ntntng the group, they 
have made a rapid return to 
profitability. ” 

After tax increased to £4.72m 
(£3.2m) and minorities of 
£46,000 (nB)» earnings per share 
emerged at'ZLSp (2#L8p). The 
total dividend for the year is 
raised by lp to 8p via a recom- 
mended final- of 59p. 


Food Industries rises to I£8i 


By Kleran Cooke In Dublin 

FOOD INDUSTRIES, the 
Dublin-based agribusiness, 
announced pre-tax profits of 
I£8j03m (£7.7m) for 1969. 

For the previous 18 months 
I£6.lm was reported. A final 
dividend of S.3p is recom- 
mended, for a 49p total 

Launched two years ago. 
Food industries is 68 per cent 
controlled by Mr Larry Good- 
man, the Irish businessman 
whose Goodman International 
group of private companies has 
g ro w n into Europe's largest 
meat processing and exporting 
concern. 

It groups together most of 
Mr Goodman’s non-meat inter- 
ests, including grain handling 


Frogmore 
doubles to 
£I9.96m 

ALTHOUGH Frogmore Estates, 
the property Investor and 
dealer, achieved a rise In 
interim pre-tax profits from a 
depressed £9m to £19.96m 
much of the improvement 
stemmed from the sale of 
Crown House in the Aldwych 
in October. 

Profits from trading activi- 
ties for the half year to Decent 
ber 31 fell from £7_39m to 
£5.32m while profits from 
Investment property Bales 
surged from £192m to £L8.05m. 

Tax accounted for £5 -89m 
(£29lm), leaving trading activ- 
ity earnings. at %.Q29p)-and 
those from investment prop- 
erly sales at 329p <2JJp). The 
interim dividend la being 
raised by 119 per cent to 29p. 

The directors said the cur- 
rent market climate would, 
probably result in a ccanp ara- 
tiveiy low levd of activity and 
profit during the second half. 

They added that Frogmore 
was in a secure financial peti- 
tion with a low level of gearing 
and most of its borrowings at 
fixed rates substantially below 
present interest levels. 

It was pointed out that the 
company's exposu re to new 
development was minimal and 
itonmd for existing accommo- 
dation, which is being re-let 
following refurbishment, 
remained good. 

The directors said the com- 
pany was well placed to with- 
stand the effects of a major 
downturn, should it occur, and 
had an active presence in 
market. They believed the 
fixture would allow 
to re-invest 

Atlas Converting 
advances to £5m 

From a turnover some £Tm 
ahead at £289m, Atlas Convert- 


PUBLIC WORKS LOAN BOARD RATES 


Over 1 up to 2 

Over 2 up to 3 — 

Over 3 up to 4 

Over 4 up to 5 

Over 5 up to 6 _ 
Over 6 up to 7 — 
Over 7 up to 8 — 

Over 8 up to 9 

Over 9 up to 10 .. 
Over 10 up to 15. 
Over 15 up to 25 . 
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*Non-quata loons B are 1 per oant higher hi each cose Sian non-quota 
loans A. tEquat instalments of principal, tf Repayment by haH-yearly 
annuity (fibred equal half-yearly payments to Include principal and 
Interest). 5 With half-yearly payments of internet only. 
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Nationwide 
Anglia 1 SS? 


Anglia Building Society 

£150,000,000 Floating Rate Notes 1996 

In accordance with the provisions of the Notes, notice is hereby giren 
char the raw of inrerest lor the three month period 27th March, 1990 re 
27 di Jane, 1990 has been fixed at 15.3925 per cent, per annum. Coupon 
No.15 will therefore be payable oo 27th June, 1990 at 
£3,879,75 per coupon from Notes of £100,000 nominal and 
£193.99 per coupon from Notes of £5,000 nominal 

S.G. Warburg & Co. Ltd. 

Agent Bank 


and storage, mattings, cold 
Sto rage, Jam making amt wrillr 
processing. It has been 
involved in a number of highly 
co mp e titiv e battles fix: control 
<rf Irish milk co-operatives and 
has substantially increased its 
milk supplies over the last 
year. 

The company warned that 
prices paid to its mflk suppliers 
would drop due to a fall in 
world prices. But Food Indus- 
tries said it intended to main- 
tain "long-term milk price lead- 
ership” in the north-east of tiw 
Irish Republic where it plans 
to amalgamate some coops. 

It has ambitions to be ««« of 
the main players on the Earn- 


ing Equipment lifted taxable 
prof it s from £&S7m to £5.05m 
for 1389. The USM-traded com- 
pany makes slitting and 
iww indtwg machines, vacuum 
metallisers and vacuum fur- 
naces. 

The results benefited from a 
rise in interest income from 
£8484)00 to £560,000. Mmrfngi 
amounted to 89.7b (269p) and a 
final dividend of lOp makes a 
15p (Mb) total. 

Business Technology 
up 33% to £3.61m 

Bus ines s Technology Group, 
the USM-quoted office equip- 
ment distributor where former 
Bine Arrow chief. Hr Tony 
Berry holds a substantial 
stake, yesterday unveiled a 33 
per cent rise in fcwxaMn profits 
for the year. to December $L . . 



Tciy . Berry: holds a 
substa n tial stake in wpawy 

The outcome, up from 
£2. 71m to £8.61m, was 
desc rib ed by Mr Peter James, 
chairman t an g "creditable 

achievement" given difficult 
tradin g conditi ons and the 
group's 

The core Business contrib- 
uted profits Of £2.78m (£2.7m) 
on turnover of £38.37m. 
(£25.66tn). At the start of the 
year, the group moved into 
lease broking through the pur- 
chase of Compass, which put 
in £830,000 to profits on turn- 
over of £2.I7m. 

Mr James expressed caution 
over current year prospects 
but reiterated the group's 
intenti o ns to expand its office 
automation interests both by 
acquisition and organic 
growth. 

Earnings per lOp share edged 
a h ead to I6.78p (15.44p) and a 
proposed final dividend of 2ife> 
lifts the total by lp to 4p. 

The group also announced 
plans to move up to the wam 
market. 

Rising Interest hits 
Edmond Holdings - 

Edmond Holdings, the house- 
builder, raised opmating prof- 
its to £&34m, against £5JL9m in 
the year to December 3L How- 
ever, after interest charges 
which jumped from £818,000 to 
SUBm the pre-tax profit was 
reduced from £489m to £4J8m. 

. Mr Andrew Naish, «iurrrm»m 
of the company, which oper- 
ates in Hull, the Midlands, East 
Anglia and smith -Wales, said 
that with turnover at fiifiSSm: 
compared with £ 19.07m, 
Edmond had been able to. 
Improve ope rating ma rg i ns to 
over 30 per cent The number 
of homes sold last year fell 
from 872 to 281, but he was 
confident that the company 
would exceed the 1988 figure in 
the current year. 

A final dividend of L& Is 
proposed, making a total of. 
li£p (L7p). Earnings per share 
fell to 5^5p <6.71p) after tax of 
£L37m (£LSlm). 

Overseas earnings 
HR Michael Page 

MIchad Page Group, Am execu- 


pean agribusiness seems by the 
mid 1990’s. The company has 
optkms on a 9 per cent stake in 
Unigate, the uK dairy group, 
purchased by Hr Goodman in 
late 1988. . 

Mr Goodman is separately 
involved in' takeover specula- 
tion surrounding Berlsford 
InternationaL He is one of 
Berisford's largest sharehold- 
ers, recently expanding his 
stake to metre than 13 per cent 

Turnover for the year 
amounted to I£126.76m 
(I£97.44m). Earnings were 
Shown as 18.74p (16.05p). 


NEWS DIGEST 


tive recruitment agency, 
achieved a 38 per cent improve- 
ment in pre-tax profits to 
£592m for the 1889 year from a 
turnover £11 .27m higher at 
£S094m. . 

Net interest income rose to 
£238,000 (£19840) but tax took 
£457,000 more at £294m. Earn- 
ings emerged at 695p (4Jp) 
mid a Anal dividend of L2p 
makes a USp (L5p) totaL 

The international busi- 
nesses, which now account for 
31 per cent of group profit, 
achieved outstanding growth 
with turnover and profits 
showing significant increases. 

The directors anticipated 
that the current adverse trad- 
ing conditions in rertariw sec- 
tors of the UK and toe Austra- 
lian employment markets 
would result in a difficult first 
ha l f, However, they looked for- 
ward .to toe-year as.*, whole as 
being one (tf further satisfac- 
tory progress. 

Stag up 13% on 
declining volumes 

In spite of a marginal decHne 
in volume levels. Stag Furni- 
ture Holdings improved 1989 
profits from £2. 12m to £299m 
pre-tax. 

The 13 per cent advance was 
struck from turnover just 4 per 
cent ahead at £41m (£3992m). 
Interest - charges rose by 
£141900 to £326,000. 

The dividend is stepped up 
by Q.75p to 7-6p via a final of 
4.75p, paid from -earnings of 
17.8p(15Jp). 

An extraordinary provision 
of SStlfiOO related to the do- 


Clayform Properties 
just ahead to £18m 
as interest rates bite 


A SLIGHT increase in pretax 
.profits, from £17.42m to 
£18.03m, was yesterday 
announced, by Clayform Prop- 
erties, the pr oper ty developer 
and investor, for 1989. 

Mr Bryan Burletson, chair- 
man, calf! .that the year had 
been divided, with ftnuling and 
tenant demand both strong in 
toe first half. However, as high 
interest rates began to bite, 
confidence was reduced signifi- 
cant^ by the last quarter. 

He said the company bad 

k ep t to its policy Of minimising 
financial exposure, reflected in 
the large Increase in net assets 
to £150.69m (£103.7m), repre- 
senting net assets per share of 
410p (310p). 

The group’s property portfo- 
lio increased by £7 An over the 
1988 valuation, and is currently 
valued at css am 

In July Clayform bought toe 
outstanding shares in Stead & 
Simpson. Following a business 


Clayform Prope rties 

Share price (pence) 

340 



review its retailing strategy 
was refocused. Nine of its sur- 
plus units were re-let by 
December at considerably 
enhanced rents. Although shoe 
ret ailing sales slipped during 
the last quarter, Stead & Simp- 
son contributed £L3m to group 
p mfits . 

On prospects for 1990, Mr 
Burletson said the results 
would depend on when general 
business confidence returned 
and the speed at which the 
company could prudently 
reduce its debt. Interest 


sure of the factory at Letch- 
worth, Hertfordshire, with the 
loss of up to 285 jobs. 

Directors said that although 
volume levels were slightly 
lower, profitability improved 
due to cost control measures 
and the introduction of more 
efficient manufacturing tech- 
niques. 

Stag ended 1989 with a 
strong balance sheet and gear- 
ing of 10 per cent 

Mr Patrick Radford, chair- 
man , pointed out that demand 
for Stag’s products in the early 
part of 1990 had enabled toe 
company to replenish a weak 
opening order book. 

He saw no prospect for an 
early reduction in interest 
rates, bid: expected to see some 
I mprovement in margins dur- 
ing the second half. 

-Ramsdetfs chips ■ - — 
in with £467,000 

Harry Ramsden's, toe fish and 
restaurant ope ra tor, mada 
pre-tax profits of £467,000 in 
the year to October 1 1989. pip- 
ping its flotation target by 
£7900. 

Traded on the Third Market 
since -November, the company 
had sates of £L73m. Tax took 
£164,000, leaving earnings at 
* share. There is no divi- 


Ramsden's npnd that the cur- 
rent year had started well with 
both sates and profits in the 
first quarter ahead of last year 
and ahead of budget At the 
flotation, profits of not less 
than £600,000 were forecast far 
the year to September 31 1990. 


charges for 1989 soared to 
£8. 49m (£76,000). 

Turnover rose 67 per cent to 
£82-42m (£49.44m), but the cost 
of sales increased to £62. 06m 
(£29. 08m). Share of profits of 
associated companies was 
£8J23m (£245,000). 

Earnings per share worked 
through at 86.7p (35.2p) and a 
final dividend of 6.5p is recom- 
mended for a lOp (9-5p) totaL 

• Dunloe House Group, the 
Dublin-based property com- 
pany which became a subsid- 
iary of Clayform last month, 
reported pre-tax profits of 
I£892,000 (£857,000) for 1989 
against I£412.000. Earnings per 
share unproved to 4.42p (L26p) 
and net assets were 40.3p 
(B53p). 


Strong progress at 
Ambassador 

of a strong sec- 
half at Ambassador Secu- 
rity Group materialised with a 
profit for the full year of 
£625,000, up 38 per cent on the 
£453900 reposted in 1988. The 
group, a security systems spe- 
cialist, joined the USM In July 
and achieved £272,000 (£182900) 
in the first half. 

Turnover in 1989 rose 41 per 
cent to £2Jm (£L49m). Interest 
took £127,000 (£80,000) and a 
dividend of 0.5p is being paid 
from earnings per share of 
4.48p (4.12p ) basic and 49%) 
(&34p) folly diluted. 

Explaura losses 
little changed 

Explaura Holdings, the 
•TJSM^quoted group with quar- 
rying interests in Canada, 
chipped £2900 off its pretax 
losses In 1989, ending the 
period £75,000 in the red. The 
loss per share was 0.06p, 
against 09Bp in 1988, 

Explaura described the year 
as “one of significant prog- 
ress”^ Lower Cove Quarry was 
certified in commercial produc- 
tion and “one of the world’s 
hugest commit producers” may 
use limestone quarried there; 
construction work was com- 
pleted In the autumn, though 
aggregate produced could not 
be washed due to the odd. 

There was an extraordinary 
charge of £342,000 relating to 
the cost of d em erg in g Gander 
River Resources and the writ- 
ing off of exploration costs. 


CONDER 

GROUP PU 


Preflmfaiaiy announcement of results 
for the year ended 31st December 1989. 



1989 

£000 

1988 

£000 

Turnover 

300,300 

169,800 

Profit before tax 

10,415 

6,256 

Profit after tax 

7,110 

5,333 

Earnings per share 

85p 

65p 

Dividend per share 

16p 

lip 


Extract from the Chairman’s statement to shareholders: 

. . . a further year of outstanding results . . . strong organic 
growth from core businesses . . . four complementary 
acquisitions . . . an excellent team for the 1990V 


For details of our services or shareholder reports, 
please contact Lir Atkinson, 0962 882222. 
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mation of flat conditions prevailing in sector 

falls 26% to £24. lm 
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Bjf Andnm Taylor, Construction Correspondent 
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FURTHER EVIDENCE that the 
collapse of the UK housing 
market is inflicting a heavy 
toil cri buBdres, which only 20 
months ago were in the middle 
of a homo, was yesterday pro- 
vided by Barratt Develop- 

Barratt, the co untry’ s third . 
largest . housebuilder, 
announced a 26 per cent 
decline, from £32&n to £8 4-im. 
in pretax profits for the six 
months to end-Decembar. 

Mr John Swanson, chairman, 
satttbe number of homecam- 
p feted by the group was *7 per 
cent lower during the half- 
year. That was a creditable 
performance compared with 
sales falls a nn o un ced by other 
large buflders, he added.' 

Barratt said that sales for 
the financial year ending in 
Jane would be be abort a tenth 
lower. Mr Swanson pointed out 
that the croup had been 
assisted by its strength in the 
north of England and Scotland. 
These regions had been less 
badly affected by the sharp 


rises in UK mortgage interest 


ataaip. 


He said 1990 wooldhe a diffi- 
cult year. During the second 
half ttf 1SQ9, UK housebuilders 
had started work anlTO.OOO.pri- 
vate homes compared, with 

104^500 iq, ftfl fln*r »lT nWurtly 
Of 1S89. ~ 

Over the sameperiod, Bar-' 
nut's interest charges had 
risen from £7.301 rto man. 
The dre was partiydhe the' 
cost of hoihffng unsold houses 
acquired by Barratt under Its 
part-exchange sales incentive 
scheme. At the end ;of Decern-, 
her the group had a stock. -of 
815 such. homes with a com-; 
Wwd value of about .320ml . 

Barratt said o p e rating profit' 
from UK housing had 

from BBHim to H P ytei Soiling 

overheads had increased by 1 
about 3 per cent Borrowings at 
December 8T represented about 
60 per cent of shareholders 
funds hut this was expected to 
fall to abort 50 per cent by the 
end of June. -■ 

UK profits had. also been 


Housebuilding starts • 
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affe cted b y sharper l o wer p rof- 
its from commercial property 
of £900000 against £4m. Bar- 
rttrS'thnedlBre hnahwa nlan 
made a ftrrther loss. - 
- Group operating profits, 
before interest charges, how- 
ever, .were only slightly down 
from £25-8m to £35 .lm. This 


was due a 24 dot cent increase 
in CaUfomian housing pro fi ts 
to £9.7m which included about 
99m from land mUl 

B a nrin p [w a Kar p Ml frqn 

12.4pto &7p in spite of a 12 per 
cent increase in tu rnov er from 
£2 46. 3m to £276. 9m. The 
interim dividend is maintained 


Barratt will have performed 
well to restrict the fell in UK 
house sale to moire than a 
tenth in what Is one of the 
wo rst bousing markets for 30 
years. The cost of pursuing 
sales can be measured by the 
increase in interest charges. 
This was caused in part by the 
demands put an the company ’s 
part-exchange scheme. The 
p rOtfe m the company is 

that it has very few places to 
shelter when s torm rinu dn 
gather over the UK housing 
market Barratt has done well 
out of California but parts of 
this market are now softening. 
Contracting is too small to 
wmfce m uffh difference; prop- 
erty profits for the moment are 
in decline. Profits of fiSfrm 


Invesco lifts 
profits 31% 
in spite of 
insurance 
losses 


Grampian Holdings 
rises 16% to £12.1m 


By Jana Fuller 


By David Barchan! 


would put the the group on a 
prospective p/e of abort 9 J5. a 


prospective p/e of abort JUS, a 
raring which «ipp»tid« n po n a 
h<g h yield rather ♦haw pros- 
pects of a recovery whkh could 
be 12 months away. 


INVESCO MIM, the 
investment management 
group which changed its 
name from Britannia Arrow 
in January, yesterday 
reported a 31 per cent 
advance In pre-tax profits 
during 1989 to £35.5m 
against £27. 09m previous 

iy- 

UK & Jersey Investment 
management reported prof- 
its ahead from £13.45m to 
£22. 77m, while in t ern at iona l 
investment management 
contributed £18. 97m 
(£ 10.23m). 

There was a loss of £l.llm 
on insurance (£1.5m profit). 

Profits from Investment 
and other income fell from 
£6. 35m to £3.78m. 


Boddington ahead to £16.2m 


By Clara 


BODDINGTON Cfroup ac h ieved 
a 10 per cent rise in pretax 
profits from £MiOm to £i6-24m 
in 1988, the year in which it 
sold Its brewing interests to 
Whitbread to concentrate on 
its leisure and healthcare inter- 


Telecomputing losses mount 
to £0.78m after R&D costs 


Boddington entered 1990 
with gearing of only 10 per 
cent, and very low bank boas 
ro wings, after raising £54m 
from the brewery disposal 
last September. It had made 
£S0m worth of investments 
and disposals during the year. 

Total turnover rose to 
£127 An (£9&S2m). Minus that 
related to discontinued busi- 
nesses, it stood at pi is asm 
(£79. 77m). Fully-dilixted earn- 
ings per share were llJp 
OQ-SPX 

A final dividend of 3-2p is 
bring paid, ™»«wg a total of 
5. ip (4.3p) for the 
year. 

Trading profits of co ntinuin g 
activities were £ 18.63m 
(£14.18m). After a £22m 
(£L67m) surplus on disposal of 
licensed premises, operating 
profits rose to £20.84m 
(£15ASm). Net interest payable 


was £&62m (£2.73m). 

The c om pa n y said a rise of 
more than 30 per cent in both 
turnover and trading profits 
demonstrated the success or its 
actions. The company now had . 
four arms: pubs, hotels and 
restaurants, Mita and health- 
care. . ' •• 
Abbot SO dot cent of turn- 
over came from pubs, about; 20 
per cent «arh from hotels and 
restaurants and drinks whole- 
saling, with healthcare nyiktng 
up the balance. \ 

Mr Demdfl Gassidy, chair - 
man, said that the g roup "now 
participates- in a number of 
ma ric ets which after excellent 
prospects for sustained profit- 
able growth. The Board is 
wmfMpn t that ftfe wiii ho dem- 
onstrated unequivocally in 


. Early flfa year UnAHngtim 
axnxnniced a significant invest- 
ment, budgeted at £15m, in a 
£45m leisure compter in Black- 
pool, to be developed in can- 
janetkm with Amec, the con- 
struction con qyn n y 


Mr Cassidy has not been afraid 


fa> harhr qp Mw atrfldng f y rrmfi. 

dent stance with a hefty divi- 
dend increase, hut Investors 
Btfll have Wt*h> on 

which to assess Boddington’s 
prospects. 1989 was ind eed a 
year of clearing the decks and 
the group has certainly . 
emerged with, four dlstincts 
dMsftan^brt rince ft te not 
supplying any .breakdown of 
peunts, foDbwara remain in flie 
dark abort precisely how -they 
are doing. Certainly the south 
of England-based nursing 
homes, albeit the smallest part, 
are not Bkdy to see oceupancy 
levels jrise much while the 
propertymarket remains in 
the Hnimwiw Meanwhile, the 
devriopmerit of the hotris and 
restaurants interest s remains 
at m eariy stage. Analysts yes- 
terday suggested that pre-tax 
profits might reach, abort £20m 
this year. The shares have sub- 
stantially nmi— ^wt hrmwd ttm 
market in recent months, 
reducing the pr os pecti ve p/e to 
about 10, while the prospective 
yield is needy 6 per cent; but 
it is hard to see. their 
attra ction- on other 
grounds. 


TELECOMPUTING lost 
£777,000 before tax in the year 
to September SO 1989 tine to 
high research and development 
costs and the change in 
accounting proced u res to write 
off such spouting. 

A £312,000 loss was incurred 
in the comparable period, 
adjusted to reflect the account- 
ing change. Turnover in the 
latent period fan ftn m gtnw +r» 

WSgm 

The loss per share increas- 
ed from 4.3 lp to 16.47P 
and again tiiere is no final divi- 
dend. ■ 

Substantial re s truc t uring' 


smU t aticnaHratiop have t«te« 
place under the new board 
since November when Ferrari 
Holdings gained a 298 per cent 
stake. 

The directors said yester- 
day that the USM-quoted 
company bad returned to pro- 
fit in the second quarter 
and acquisitions were 
being sought . in the soft- 
ware market 

A share placing and open 
offer have been mutotaiwn to 
raise abort 5SOOJOOO. This will 
riindnote borrow in gs and pro- 
vide resources to exploit oppor- 
tunities. 


There was also an excep- 
tional profit of £391,000 
(£429,000 loss) from a write- 
back of a provision against a 

loan to the Trustees of the 
Share Option Trust 
Lord Stevens of Ludgate, 
the chairman, said the 
record results in the UK and 
Jersey Investment manage- 


ment operations were partic- 
ularly encouraging, though 
the results of Invesco’s 
North American subsid- 
iaries, particularly mutual 
lands, were somewhat disap- 
pointing. 

Invesco purchased Invesco 
Capital Management of 
Atlanta in December 1988 
and in February this year 
announced that it was set- 
ting up a 83 bn Joint venture 
with IMI of Italy in anticipa- 
tion of the single European 
market. 

Fully diluted earnings per 


GRAMPIAN HOLDINGS, the 
Scottish mini-conglomerate 
whose inte res ts include sheep 
dip and golf balls, increased 
pretax profit by 16 per emit to 
£12.ilm in 1989- 
Sales grew by 11 per cent to 
£120 ,55m, with sports goods 
delivering the biggest chunk — 
£42£6m. Yet, in profit terms, it 
was tiie only one of the four 
divisions to foil back, from 
yfr to {237 hl 
M r William Hughes, chair- 
man and chief executive, said 
the main reason for this had 
been a loss at Patrick Interna- 
tional, the French sports shoe 
business. Grampian had not 
taken frill control of the subsid- 
iary until November, which 
had delayed cost-cutting. 

Meanwhile Ben Sayers bad a 
successful year in golf; Mitre 
increased sales of footwear and 
balls for soccer, rugby and 
cricket, but fierce competition 
from the Bkes of Adidas and 
Puma had meant slower profit 
growth; and Penfoid had done 
reasonably well in spite of the 
influx of cheap golf halls fished 
out of lakes in the US- 
The group's star performs- 
was animal health pharmaceu- 
ticals which contributed the 
most profit - £5.37m (£4-04m) 
- on sales of £28 .87m. 
(£26-36m). Mr Hughes said UK 
sales had been held baric by a 
reduction of sheep dipping 
from twice a year to ouce, but 
♦hwt prices ii«i hoM firm. 

Grampian, which opened a 
new vaccine factory in Essex 
in the period, had benefited 
from the depa r t u re of big drug 
companies from the animal 
sector. The hot «mwn«r had 
helped sales of fish vaccine as 
warmer water had propagated 


warned that cost pressures bad 
intensified, especially because 
of the Chancellor's increases in 

diesel ami excise duties. 

In retail, the strategy had 
been to withdraw from high- 
street sites in the sooth, while 
building up the tourist mill- 
shops. Abort £800J)00 bad beat 
saved through the merger of 
Pitlochry Knitwear and Moffot 
Woollens, a rfawia* - exer- 
cise would be carried out with 
James Pringle, bought in 
December. 

That acquisition had sent 
gearing to 37 per cent, but Mr 
David McGibbon, angina direc- 
tor, said it should come down 
to about 20 per coot this year. 

E a rnin g s per share advanced 
to 1&66P (12J35p). 

A proposed final dividend of 
3p will make a total of 4J3p 
CL67p adjusted). 


While transport had a good 
year, delivering £3. 04m 
(£2.68m) profit, Mr Hughes 


• COMMENT 

An endearing feature of 
Grampian's manag e ment is 
that enthusiasm for its diverse 
activities goes hand-in-hand 
with a relish for c uttin g costs. 

The a pplteatten of Hip ftrttey {q 

the Patrick business should 
prevent sports goods from 
being this year's laggard. The 
snag is that it might be 
replaced by an uphill struggle 
in transport. Animal pharma- 
ceuticals remains the most 
exciting prospect, particulariy 
if the recent West German pur- 
chase can be followed by 
expansion into France, 
E u rope's big gest n ati o na l mar- 
ket for these drugs. A taxable 
profit tbig year of <i&b and 
sham price of I54p gives a pro- 
spective p/e of about 10. 
Grampian's rating has drifted 
down with other small, UK-ex- 
posed companies - and partly 
Baca ua a of the Patrick osan- 
printment It now looks worth 
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share rose to lO.Op (8.1p) 
*nii a final dividend for the 
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■Mil a final dividend for 
year was proposed of S.7p 
(3.2p) bringing the total div- 
idend for the year to 6.0p 

(SAp). 

Turnover rose by 78 per 
cent from £879m to £LA4bn. 
Funds «"«*«**• management at 
<iia year-end increased fr om 
£l7bn ($31 bn) to £24bn 
($39hn). 

There were e x tra o rdinary 
profits of £6. 4m (£7 Am). 

The shares dosed 2p tower 
at 123p. 


Setback at Lerose I Lex transfers 


House of Lerose, a designer 
and manufacturer of ladies* 
fashion wear, returned profits 
of fURn pretax far 1988. a 
decline of 12 per cent on the 
previous year’s £1.22m. 

Turnover rose by £2A3m to 
uqmhi and eandngs emerged 
05p-ahead at 14.7p after taWng 
account of a £170,000 lower tax 
charge of £236^)00. A final divi- 
dend of 7Jp makes a 103p 
(lOp) toteL 


Lex Services is transferring 
two fr a nchis es hdd by Hawke 
Components to its Jennyn and 
Impulse offshoots. Discussions 
are tehmar place on ti— sale of 
the remahilng Hawke Compo- 
nents business to the 
managememt and a thir d party. 

Lex is also <ji<M*w«rfng the 
possible sale of Hawke 
Systems, the UK compu te r 
systems distributor, to the 
management. 








Market volatilily can torn profits into losses 
overnight. Ibday’s cxMporate treasurer needs a 
truly global bank that works 24 hours a day. 


At the mere loach of a screen, our strte-of- 
tfae-art treasury trading systems allow dealers 
lo keep track of markets, and react quickly 
to changes (Hi the economic scene. Round 
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will work closely with you, finding creative 
answers to your company’s treasury needs. 


With mate than 1300 offices in 50 countries, 
and 33 dealing rooms worldwide, the 
HongkongBank group’s treasury services can 
help put you ahead. And help keep you there. 


For more information, contact Charles Boswell 
of our London Office at 99 Bishopsgate, London 
EC2P 2LA, Tel: (01) 588-6841; or your nearest 
office erf the HoogkoogBank group. 
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TECHNOLOGY 


Dave Madden tells how the backlog of software applications is stifling development 


T! 


| he bad news is that 
the suffocating back- 
log of unwritten cont- 
L outer applications Is 
still with us. The really bad 
news is that despite the noisy 
arrival of much-vaunted auto- 
mated design and program- 
ming tools. It Is growing. 

Price Waterhouse’s 1989 
Information Technology 
Review asked rhetorically how 
much of this backlog is still to 
be flee r e d, anil surmised that 
the backlog is too big to mea- 
sure. 

David Broughton, executive 
director of software house BIS 
Applied Systems, estimates 
tori it takes the average IT 
department three to four years 
to generate a new system of 
any consequence. Little won- 
der then that many new 
systems are out of date before 
they are delivered. 

Moreover circumstances are 
conspiring to compound the 
problem. “There is a massive 
increase in demand for soft- 
ware. There is pressure for 
shorter +*"«»«■ ig»_ As the cost 
of hardware tails, more appli- 
cations recommend them- 
selves. Business people are 
more aware of what IT can do 
and familiarity with personal 
computing has given them 
greater expectations,” argues 
Broughton. 

The IT community is mailing 
a determined effort to deliver 
maintainable systems when 
they are needed. Poor produc- 
tivity, staff shortages, and the 
backlog have fuelled the explo- 
sion in sales of packaged soft- 
ware. It has also encouraged 
an interest in re-ustng code to 
produce new programs. 

But the most intense activity 
is in the area of automation, 
both of the design and produc- 
tion processes, using Case 
(CamputereUled software engi- 
neering) tools. The British 
Comp u ter Society inaugurated 
a Case special interest group 
Just over a year ago. Its chair, 
Katy Spurr, reports that it has 
more 400 members. 

Kevin Berry, chief analyst at 
John Lewis Partnership, says 
that maMwg a co mmitmen t to 
automation “Is like dropping 
an enormous rock In a wman 
pond. It affects absolutely 
everything. It is like trans- 
planting the backbone of an 
organisation. It even influences 
the way you lay out your 
offices.” 

Similar ly there is no certain 
path to short-term-productivity 
improvement. IT consultancy 
Butler Cox has published a 
three-year study of some 350 
prefects as part of its Produc- 
tivity Enhancement Pro- 


The odds against 
a quick return 


gramme. 

Andy Milner, the pro- 
gramme's director, says that 
only two of 10 productivity 
tools - screen painters and 
programmer workbenches - 
were of any benefit. People 
using project management 
tools, analyst workbenches, 
and report generators, for 
example, believed they were 
worse off. Butler Cox reports 
that the software written with 
these tools Was tmreHahlw. 

In comparison, statistics 
from software consultants 
James Martin Associates 
describe typical imp r ovements 
in «torig w quality ^ produc- 
tivity of 4:1 and 3:1 respec- 
tively. But there is already a 
consensus among some Case 
users that short-term produc- 
tivity Is a red herring: 

Case tools may deliver mar- 
ginal improvements in some 
environments. Bat in others 
the development process can 
take longer because the tools 
demand a more rigorous 
degree of front-end analysis 
tiinn manna! methods. Simi- 
larly, James Mfrrttw Associates 
notes that despite produ ctivity 
gains at, for example, Volkswa- 
gen/Audi, overall delivery 
rimes have not improved. 

Ironically James Martin 


Associates’s Bapld Application 
Development, a management 
approach based upon the expe- 
rience of its senior users, such 
as Dupont in the US, is an 
attempt to speed up its own 
systems delivery and to help 
users show a quicker return on 
their investment. 

BIS reports high in tere st in 
its own version of this “fast 
noth” systems building. Bated 
Development Method. Princi- 
pal consultant David Parton 
says the technique requires a 
radical change of philosophy. It 
trades sophistication for speed 
of development and forces 
users to make choices about 
functional priorities and cost 
Perhaps most significantly it 
relies on teams of asms 
and IT staff developing the sys- 
tem together. 

BP Ofl expects fast “throw 
away” prototyping to improve 
the quality of its end-product 
- minimising design defects 
and mismatches, and ensuring 
that systems do what users 
want them to. According to 
Richard Coward, deputy pro- 
gramme director or BP Oil: 
“Business users have only a 
hazy idea of what they want. 
Pro tot yping is v er y powe rfU L It 
helps ub get much closer to 
what’s n eeded. ” It is in this 


strategic planning at 
Rolls-Royce, says that histori- 
cally Rolls-Royce “invested a 
lot of scarce resources in modi- 
fying programmes to reflect 
organisational change. What 
we ended up with was a 



area of systems quality that 
the big benefits of automation 
begin to emerge. 

The other significant contri- 
bution will crane from stretch- 
ing what Berry calls “the life 
expectancy of systems.” Soft- 
ware maintenance, says Berry, 
is “the everyday battle of IT.” 
Some 65 per cent to 80 per cent 
of systems effort Is spent an 
keeping existing systems 
going, imd ironically the most 
experienced systems users bear 
the greatest burden. 

Berry adds thtn hrinpn 
personnel problems. “The peo- 
ple attracted to IT now Just get 
bored with maintenance,” he 
says. As a result there is a 
trend for users to put software 
maintenance out to third par- 
ties. In turn, says Broughton, 
there is a lot of energy going 
into re-engineering of pro- 
grammes (turning old code 
into niatmpwhla data mndwla) , 

But maintaining 20-year-rfd 
accounting systems is not the 
point. It is in building manage- 
able and flexible systems in 
future that rim payback win 
come. The real proof, says 
Berry, will be u the new 
systems adapt to business 
nhang ea without huge disrup- 
tion. 

Stuart Wilson, head of IT 


It Is precisely to avoid this in 
future that Rolls-Royce has 
made a commitment to Inte- 
grated Case, which will auto- 
mate the whole gamut of its 
systems analytes, design and 
production. “The real benefit 
will bein the cost of ownership 
of systems - in the cost of 
making enhanc ements and 
changes in the long term," 
says Wilson. 

The approach demands a Mg 
cultural change. It has 
required hard analysis of 
Rolls-Royce’s business pro- 
cesses and the information 
needed to support them. As a 
result the entire emphasis of 
the syste m s design effort has 
shifted to the front of the 
development cyde. 

Tony Bartlett, systems con- 
sultant in British Airways 
Information Management qual- 
ity unit, describes another 
approach. BA has spent three 
years looking at Case product 
develooments. and in now in 

the process of implementing a 
standard set of methods and 
totria. “The benefit will be qual- 
ity,” says Bartlett “It is vitally 
Important that our systems 
support the business, and are 
flexible enough to cope with 
the rapid chany * of a global 
airline.” 

Bartlett says that Case tools 

S f themselves will not offer 
gnificant benefits. He out- 
lines a minor revolution of 
BA's IT working practices 
including its training pro- 
gramme, m which Case Is prob- 
ably the least critic a l clamant 
He adds that BA’s pro- 
gramme is stimulated in part 
by the need to compete against 
“external offerings”. and to 
maintain its IT professional- 
ism. BA has to he att rac ti ve to 
recruit the right staff, he says, 
and increasingly *iu«t means 
offering an automated environ- 
ment. 

Similarly, TJnipart, the auto- 
motive parte manufacturer, 
has spent fam implementing 
Ernst A Young’s Information 
Engineering Workbench prod- 
uct The company says that It 
now has better trained and 
more marketable systems *feifr_ 
Staff turnover is also down. 

Far all its current shortcom- 
ings, there can be little doubt 
that if anything wn burst the 
systems development bottle- 
neck ft Wffl be foe a mtwm j rtfQn 
of design and programming. 



WORTH 

WATCHING 

by CUve Cookson 

Appreciating the 
sound of sflence 

ANYONE who twa tawM 
on a crowded I nfo o r bus 
recognises the Inflation 

caused by the throbbing bass 
notes or other n oises that 
leak out from personal stereo 
sets, unites Della Bradshaw. 

So does Sony, which 
invented the Watiunan, the 
first personal stereo. The Jap- 
anese electronics manufac- 
turer hes employed advanced 
computer aided design tech- 
niques to de ve lop a pah of 
a ar ple ces which ftt snugly 
Mo tea human ear to minim- 
Isa tee unwanted sounds. The 
company has studied the vari- 
ety and sfiapa of human oars 
in coming up with tee new 
design* 

The new Wati u na n Is 
alrea dy on sale In Japan, and 
wffl be sold In tee UK later 
Ms year under tee Sflen! 
Wafcman name. The company 
la now con sid ering whetear 
or not tl should sail the head- 
sets separately, lo be used 
wtth the world's 57m as taU ng 
Sony Wafionans. 


PC market keeps 
on growing 


THE UK personal 
market grew by 30 par cant 
to £U8bn to 1989, a ccord i ng 
to Context, a specialist com- 
puter market research com- 
pany. Mora Stan 700,000 PCs 
wma ooM during the year. 

The av erage price of a PC 
remained about £2£00 during 
1988 and 1998. Sales of up- 
merfcet PCs baaed on Inters 
80380 proc es sor In creas ed 
rapkfiy Obey accounted lor 
40 per cant of the market by 
value in 1968, compared wfih 
23 par cant to 1988). This 
compensated for tea fetifag 
price of PC* based on totef^ 
older 8088 and 8088 proces- 
sors p ro m an average £1,045 
to 1988 to £818 to 1989). 


IBH was . again tea bait 
salfing PC manufacturer to 
1989, wfto Z7.G per coni of 
the UK market by value. Com- 
paq was next wfih 1L8 par 
card, followed by Apple (7-9 
per canQ and Amstrad (SJZ 
per coni), then Apricot, 
Toshiba and Tandon (about 
5 per cent each)- 
The figures Include all 
sales of PC har dware by 
retailers, distributor® and 
other tocflrect channels. They 
do not count cfirncl sales by 
manufacturers to end users, 
which Context partner Jeremy 
Davies estimates were worth 
about £24001 In 1989. Software 
safes amounted to a further 
ESOOm. 


Sludge finds its 
place in stone 

BURNING sewage sludge to 
produce hod or to ge ne r a te 
e l e ctricity . Instead of dumping 
It at aaa, sounds (fits a very 
good Idea on bote environ- 
mental and energy- sa v in g 
grounds. 

But e ngin eer s dwlgfog 
oewag o - Bro d p ow er plants 
face many practical prabtamS 
— notably tea fact teat tea 
sludge la wet. In the conven- 
tional se w a ge incineration 
proce ss, driv ing off tee water 
can consume as much energy 
as Is gained through combus- 
tion. 

Bradshaw Handley, consult- 
ing engineers fa B la c k bu r n, 
Lancashire, have developed 
a sludge drying technique, 
based on a process called 
mechanical vapour recom- 
prasskm (MVR), which leads 
lo a substantia! overall 
energy surplus when sewage 
Is burned. It keeps wflhln tee 
system tee Merit beat of 
ev ap orat i on that is lost In tee 
conventional process whan 
water Is driven ofi Into Hie 
atmosphere. 

As an al ter na tive to burn- 
ing, fits dried stodge can be 
used for c e m e nt ntanufaclw- 
fag. The Bret such plant ba sed 
on the Bradshaw Handley 
MVR proeoas la In Switzer- 
land. The eorapany Is now 


com pan ies and local authori- 

ties In the UK tee possfeUtty 
of buMIng power s t a tion s 

to burn sewage sludge — on 

fts own or mixed wlte onfr 


Crystal clear 
superplastic 

A SUPERPLASnc material 
c rea ted by Japanese 
resear ch ers atfiie Qowsm- 


nrnnt toduatrW Rereercb 
Institute, Nagoya, c ould be 
useful lor stony tuechwucal 

applkwtlorts, especially to* 
nSrfng we ar r ovWsnf compo- 

Mots ouch us engbiapeifa. 

Supeyptesficlly Is tee abMly 
of ■ material to stretch excep- 
tionally when It fa pu tted. Tbs 
Japanese material, a crystal 
composite of sffleon carWoa 
and silicon nRride, b 9dp£* 
plastic when heated to 1,890 
deg C. ft can therefore be 
formed or moulded very Bat- 
Ay for engineering applica- 
tion*. At lower temperatures 
the material is strong and 
hard-wearing. 

The material, detoriM 
fa this week’s adtoon of 
Nature, b tee test covetent 
crystal In which ■uperpfesflo- 
tty has been observed, (to 
a covalent crystal tea atoms 
are ehemfeafiy bonded 

together — unlike an ionic 

crystal In which electrically 

charged Ions are held 
together by electrostatic 
force®.) _ 

The Japanese reseorchera 
believe teat the material 
becomes superptasttc when 
microscopic crystal grains 
begin to slide over one 
another, lubricated by a liquid 
phase between foe grates. 


Not rubbing off 
In the UK efthor 


ASSOCIATED 

the pioneer of flexographic 
printing fa the UK national 
press, la Introducing ootoor 
printing at Us new "flaxn” 
planf at H arm sworth Quays 
In London’s Docklands. 

The fiaxo pro cess, 
deaerteed on Tuesday's Tech- 
nology Page, usee a wator- 
based Ink instead of file ofi- 
baaad fake of conventi ona l 
loflsfpreaa or cBeet pri ntin g ; 
tea advantages ore teat tea 
Ink Is less liable to rub off 
on tee hands and coloar 
reproduction looks crisper 
and cleaner. 

Tha eight Koenig and 
Bauer Bozo pre ss es at Haim- 
•worth Quays hare boon toRy 
operational sfaca last Octo- 
ber. Although Assoctalad 
Newspapers has had tastittog 

troubles with tee plant, the 
company says teat tiwse have 
largely been sorted out. R 
Is now flunking about launch- 
ing an alienates advertising 
campaign ba - - - 

rub off” ink. 


Careen- t0T iw. — «a im. 

cdikmi- uk. w tsrsm.^— 

Hanrey: UK. OZM fam. 4 


until mii rests. 

RmarecW,MI 


COMPANY NOTICES 


ANGLO AMERICAN GOLD INVESTMENT COMPANY LOOTED 
(Incorporated fa the Repifoflc of South Africa) 
Reg i stration No. 0609084/06 

NO TICE TO MEMBE RS 

Notice is hereby given that the fifty-mid annual ganeral meeting of member* 
of Anpo American Gold Investment Company Limbed wB be held at 44 Main 
Street. Johannesburg, on Friday, April 20 1990 at 0940, tor tha foflowtng 
business: 

1. To receive and consider the annual financial statements of fie company 
lor the year ended February 28 1990. 

2. To red drachm in a ccor da n c e wtti the provisio ns of the company's 
arttetoa of — sedat io n. 

a lb consider and. It deemed fit, to continue to authorise the board to aflot 
and Issue the unissued anSnary and red eemab le cumulative preference 
shares In the capital of The company M tadr decration in ton— (& and 
subject to, the provisions of toe Comp an i e s Act 1973. 

Hoktere of share warrants to bearer wishing to attend the maet J nfl In person 
or by proxy must comply with tha regulations of tha company under wMoh 
share warrants to bearer are Issued. 

A member entitled to attend and vote at the meeting may appoint a proxy or 
praxfee to attend, speak and vote in Ms stead. A proxy need not be a 
member of toe company. V required, forms of proxy aw available from toe 
Head and London offices of the company. 

By order of the boaid 

Anglo American Corporation at South Africa Limited 
Secre ta ries 

per TS Johnson Divisional Socmimy 
March 28 1980 

n og ire ted and Head Office: London Office: 

44 Main Street 40 Hofeam Viaduct 

Johannesburg, 2001 London EC1P 1AJ 




BUSINESSES FOR SALE 


Bristol Engineering 
Limited 



The Joint Administrative Receivers 
offer for sale as a going concern the 
business and assets of this major 
independent petrol and diesel engine 
reconditioning business. 

• Leasehold premises at Bristol, dose 
toM32 

• Large area for servicing heavy goods 
and public service vehicles 

• Engine testing facilities 
•Turnover £1^00,000 pJL . 

For further information, contact the Joint 
Administrative Receivers, Cedric Clapp 
and Jason Elies, Ernst & Young, 

One Bridewell Street, Bristol BS1 2AA. 
TfeU 0272 290808. Fax: 0272 297112 

Emst&Ubung 


Atitfw ii ftlbyTlwtoSiagorq iMfnEdA m— M fl tt b P i i ^ipjBB it WSoi 

ponyon n i nir a i bu wm— ■ 


ART GALLERIES 


■MUDflOWM B Mbemsita Straw, London 
Wt AVKXXm AffiKHA 14 March -14 Apr* 
1W0 Mon-Fri IfrfiJO Sal tfl-12.30 Tak . 
01-629 5161 


- PARKIN OALLERT 11 Uotoon* St SWIM 
396 nu n> 9 Mfl da la nre# (WW - wnj 


THE COMPUTER MARKETPLACE 


The Nether la nds Congress Centre 
The Hague 
April 18-20, 1990 

Oonlnsalhb htf^ily 
interactive technical conference 
and trade exposition for 
Sun Microsystems users and resellers. 

Far* CmuplUmmmtmr j Exh i b i ts A Keynote Cjfi Fire, 
wgfrt m li ag information, « r« copy of tha cot^uwuw 
brockxun, fux AM cow p om today. Ik thm UK, 

fox 01 384 2313 errfagOI 384112?; 
outside the UK, fox 44 1 384 2313 
or wing 44 1 3841122. 



Exhibit hours: 

W-huudny, April 18 15x00-19x00 
Jhnwmlsy, April 19 10x00- 18x00 
Friday, Af NnffSO 05hOQ- 10x00 


Keynote address: 

JBff/on Sm Cofon 
Tkmlxxy, April 19 
09x00 


Over 50 tedmai sodom 
and 100 stand exhibits! 


Exhibits & Keynote Gift Pass! 

Mmybmm ppB—t W “Fug Cu f / »r— nM m priom. 


by Pu LEe oSi oma A Co m m 
Europe, Sm J faaraqntan 


-Mi 


W 


rtmd 


u c m X umM Emnpm aoml Thm Sm Qf n arwa r 


m»w lri « St r a p — i Sm Caar Cr mm pt . 


No 
Compomy 

Add rote. 
Postcode 
Telep h o n e 


Country 


UNIX* CONSULTANTS - 
SOFTWARE HOUSES 
Speed Customized Business Systems 
By Using A Developed 4GL Business 
Package 

operating on a proprietory RDBMS 

*Umx is a trademark of AT&T, Write Bax F9576, Financial 
Times, 

One Southwark Bridge. LONDON. SB! 9HL 


GENEV A 

SWITZERLAND 

Full Service n our Busmen 
Intengtxmal law end taxes. 

Mailbox, telephone, 
tries and tdeooper services 
Translation and mcrfitwrinl 
services. 

Fra mason, doxntafiatioo 
and administration of Swns 
anri Foreign wwpwlw 
Foil confidence and 
d iscr e ti on assured. 
BUSINESS ADVISOBY 
SERVICES SUL 

7 Rk Mdj, 1297 Genera 
Td736 OS 40 Tjc 23342 
VsKfm 96 44 


INTERNATIONAL 

PROPERTY 

ADVERTISING 

appears every 
Saturday in the 
Weekend FT. 

For more information 

call Clive- Booth 
on 01-873 4915 


‘The 



oftheWodd 


We speak your language in 60 countries. 

I^yourpecwiPrioc^ofcwrl Xr ector y of 235 ipxuryhotriaworidwideytn your choice of EngUs h. 
Preoriy Gecmary Spanish, Italian rajapaneg^imd Ira reaervatkHta. exmf^ytxgiravri ains u haiU car fcdephone: 


U.SLA./Qmada (80022^6800 
New York City 030) 838-3110 
Great Britain 0400-181-123 
France 09) 05908444 
Holland 06 022 1123 
Italy 1678-22005 


MOan (0Z) 669-86131 
Spate 900-100845 
Switzerland 046 05 1123 
West Germany 01-30-21-10 
Frankfurt (069) 299-8770 


Hong Kong 800-2518 
Tokyo 0)3) 797-3631 
Singapore (65) 737-9955 
Australia 0008) 222-033 
Sydney (02)233-8422 


New Zealand 0800-44-1016 
Buenos Aires Cl) 322-3563 
Brazil (ID 800-1803 
Sao PAulo (11) 251-8021 
Mexico 91-800-90007 
Mexico City (5) 584-9866 


NcwTlieieS 

AnExdusive 

Gdfdubln 

BritamTliafeNat 



Discover the privileges of belonging to East 
Sussex National Golf CwbL Here, members from 
all overthe world are er^cying 36 holes of exsxar 

r coaxed from 

the landscape Just^ 45'mlles south of London. Rx 
personal or corporate opportunities and a tour 
of the property, call (0825) 75577. In London, call 
401) 731-2854. East Sussex Nattonal.Thenewinter- 
naticnal standard in the finest txaditionsofgott. 


East Sussex 

NATIONAL GOLF CLUB 


BANK OF SCOTLAND 

98091 INTEREST 

DEPOSIT 

Bank of Scotland announces that die interest rats on its 
Gross lnterest: Deposit has been fixed at 15% GROSS 
for hinds lodged by Monday 30di April 1990. 

To qualify for this rate you need a minimum of £50,000 
to invest for a fixed period of 3 months. The maximum 
sum accepted is £250,000. The rate for funds rocrived 
after 30th April will be announced shortly. 

Ibu can loc&e funds direct to Bank of Scotland, 

38 Threadnecdle Street, London EC2P 2EH or 
alternatively contact any Branch. Further details 
inducing other terms and rates are available by 

telephoning 01-601 6688. 

A FRIEND FOR LIFE 



XT 


' Withdrawals wkbro bxed period are not permitted. 


BUSINESS j 
SOFTWARE j 

A selection of software j 
. packages to suit your I 
business needs appears ? 

every Saturday in 
the WEEKEND FT. ! 

Order your copy today.! 


Diners Club 
International Can! 

Tha ObmCUbUrnM wbfm to 
to ■■ Conxnw CM Mamfcwa 
ant w tarn am Mwah 1 990 ton 
flUofatopfeat* under 
Rute2 (<0 of Ow threw Mwbnhb 
«*» be efragad if tmy amount ianot 
br ten Club by 0w 3Qto dw 
•few to* dm <**• Sworn** 
'*hk£i it bat oppstn. 
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FT LAW REPORTS 


Secrecy is the badge of fraudulent behaviour 

By Clive Boxer 



T hose who enjoy watch- 
ing file judiciary trying 
to deal Willi the conse- 
quences of ft ara ft flen t behav- 
iour would be interestad in tha 
case ctlipkin Garmon e Karp- 
note Ltd 1 . M the end of last 
year, the Court of Appeal 
rejected aHeguH o ns bya son 
of sotiettors that a bank man* 
agar was to blame as mnqh as 
their tfahonast partner for 
defalcations to their client’s, 
accmmL 

Two members erf fiis court 
ruled that Jf the firm did not 
dead hand against the bank so 
that the manager knew that it 
was being alleged gut he had 
acted dishonestly, they could 

not make the allegations at the 
trhfl 

The partner had acted fraud- 
ulently. Be was an inveterate 
gambler. But the iy»»t man- 
ager bed not been ne gl ige nt in 
not aDcradafing that the solici- 
tor, wrowasa salaried part 
ner, was acting fraudulently by 

wnhimHwg clients’ mnptfwq tO 

satisfy his compulsive weak- 
ness. The bank could not be a 
constructive trustee particu- 
larly as no such allegations 
had been specifically pleaded 
It 

There was no evidence of 
negHgence on the part of the 
bank manager andatthough 
Lord Justice NlchoHs would 
have been mere tolerant of (he 
failure to plead dishonesty 

■ prind tha hawk manager, 

like Lord Justice Parker and 
Lord Justi ce May was quite 
convinced there had been no 
breach of contract by the bank 
in not having spotted what the 

iltehnH A4 yurtiwf WHS up to. 

The bank manager might 
have known that the safidtor 
had an insatiable appetite far 

wmiKHiw hot be hail no wwa n n 

to believe he was a thief, par- 
ticularly from his 
Lord Justice ~~ 
the solicitors* 
were to be accepted, it would, 
in my view, place on banks a 
wholly unrealistic burden, far 
it would involve the manager 
of a bank which held a solici- 
tors’ client account and also 
the personal accounts of one or 
more of the partners, with 
power of signature an the cli- 
ent account, continually moni- 
toring the personal and client 
accounts far signs that one of 
the partners might be abusing 
his signing powers. 1 * 

That was not the law. The 
solicitors thus failed to recover 
from the bank the sums ♦W 
had bean embedded. 

Whilst the Court of Appeal 


was grappling wifii mw part of 
this case, Mr Justice MBlett 
was Riving judgment in a case 
which also involved a fraudu- 
lent operation but where alle- 
gations were pleaded tolly and 
deariy. • ■ 

In Agfa (Africa) Ltd D Jack- 
son ana otters*, a firm of 
accountants was stjad by- the 1 
plaintiffs, an oil company, 
which had been defrauded -of 
monies by one at its employ- 
ees. The acco untants had been 
instructed by a French lawyer 
to set up d series of co m panies 
which in turn received money 
from Tunis originating from 
the plaintiffs. The monies tob 
then p asse d out of each, of the 
companies through the accoun- 
tants’ own account to another 
company. They were than 
passed to France,- ostensibly to 
a French jewellery co mpany* . 

Between March 1983 and 
January 1965, sums totalling 
*10.5m were systematically sto- 
len by the plaintiffs* chief 
accountant It was Us duty to 
take signed payment orders to 
the company’s bank in Tuple 
for onward transmission- from 
time to time **y» iWrf accoun- 
tant fraudulently altered the 
name of the payee after the 
order had been sighed and 
directed the payment to. a 
Kctarient of hjis choosing. 

The payees were all compa- 
nies registered in Wngbmri and 
managed by the defendant 
accountants andthehr employ- 
ees from the of The 
case bring tried by Mr Justice 
Millett involved f518.82a.9a. 
The company had sued «s own 
bank in Tunis, and far reasons 
not known, were unsnocessfuL 
B now tried to recover against 
the partners of Jackson and 
Co, the firm of accountants 
who practised in Douglas, Ida 
of Man. 

Only one of the firm 's part- 
ners had really known any- 
thing about what was happen- 
ing. There - was no evidence to 
show that the partner and the 
employees of toe practice who 
were involved in what turned 
out to be laundering of tha 
money bad any Idea it was 
fraudulently emhaafled. As 
soon as they were put on 
notice that it could be, soch 
monies as they still controlled 
were paid into court. 

That they were suspicious 
that something might be 
wrong was shown by thrir tak- 
ing legal advice as to their 
position. Further, there was 
evid ence to show, tha t what 
was going on wag an attempt 
to evade Tunisian exchange 


control regulations. - 

The judge did not have any 
eridsnee from any of toe defen- 
dant accountants or their 
employees to explain their 
behaviour. He considered care- 
foUy. tbe legal authorities and 
ripe to the . conclusion that 
toe pl aintiffs right to trace the 

mmiW ■ tHHMhig through 

accountants* control only 
existed in equity. 

■ He decided there was no 
breech of a con stru c tiv e trust 
unless they knew they were 
receiving the money in breech 
Of trust ay were using the 
money fat* purpose that was 
fa broach tf trust, far example, 
tetoejr flsro we or tenrilt, _ 

Thenewoa no evidence to 
^ rim«r ; that anything Ske tost 
hod pe ga rod. But said Mr Jua- 
tfae Jigfatt, a stranger to a 
trust wfll be nakfa to account 
aa «,cengtencttre trustee if he. 
famringfatestete in toe ftm- 
Hwn n vm -nf a fraudulent and 
.SSSSnreach of trust. Tim 
haste <rf the strangor’s habtoty 
fo thfa (rise the accountants) 
.'te.ppt toe receipt of trust prop- 
erty but participating to toe 
fraud, 

- Knowledge can be inferred, 
framthe ct rc u ms t anc es. These 
can be ft) actual knowledge; 
$0 mOfhUy shotting ones eyes 
to the obvious; (iu) wflfuUy 
Odd nUdBUtf f affing to niatf 

enquiries as any honest dr rea- 
sonable man would do; (iv) 
knowledge of rircnznstaztces 
width indicate the facts to an 
honest or reasmable man; and 
(v) knowledge of drcumstazices 
which would put an holiest or 
reasonable man on en q uiry. 

Th» accountants in raw 
Were bald to be liable because 
. of fly) and (v). One of the part- 
ners and me employee knew 
thjrt toe tawwtat hum from the 
ofl company; that it was gnfag 
to a jewellery business In 
France; SlOm had gtme 
this way over q ui te a short 
period; that they got their 
instructions from toe recipi- 
ents of the money and not the 
pi wtnHf B a ^ they knew of no con- 
iw-Mfm between *h« n lafaHffii 
and the recipients of the 
money In France; and they 
ought to have realised that 

they were being used as a con- 
duit for file elaborate distribu- 
tion. hi order to conceal the 
rip wt h ia i fain nf the money. 

As the judge put it, “secrecy 
is tiie badge of fraud.” They 
ought to have realised at least 
that their rfigntw mi ght he 
involved in a fraud on the 
pfaintiffa 

Because the accountants bad 


not given evidrace to explain 
their behaviour, the ~ 
not pr epa r e d to 
yMtom which was 
favourable to the partners 
Using as they may have done 
that tills was a subterfage If 
only to avoid exchange control 
regulations 

The judge "A ™»y who 
consciously assists others by 
miiMng arrangements which 
he knows am calculated to con- 
ceal whwt is bmgqdng from a 
third party, takes the risk that 
they are part erf a fraud prac- 
ticed on that party.” The 
a c c onntanta made no enquiries 
at the plaintifBi they 

Hww ip ht tt was t w t w of titeir 
business. That Is not hww t 

behaviour. The sooner that 
tiuqe who provide tiae services 
of nominee ca m usnisa fag 8 m 
purpose of enahttngthrir dll- 
eats to keep their activities 
mnj r n.t realise it, tiie better.^ 

. That was enough to niake 

them Hahh to w i - o mi t m mb . 

s tr ac ti ve trustees for all the 

nilarfng m rme y not already 

paid Into court. It was no 
defence that bad they made 
enquiries the crook behind tiw 
fraud might have told a 
credible page of Ues. They were 
Halite b ec aus e they samftad tfl 
the misapplication of the 
money. The failure to pyiH B 

» ]iyiiriii« which p vm 

would have made to satisfy 
themselves that they were not 
fa fartoering a fraud 
“is merely the evidence from 
which their dishonesty fa 
inferred. 1 * • 

Every profcssional adviser 
vtoo has ever been Involved in 
■H «tog u p imH nanra h m nfnt 
nee companies should be 
looking hard at ft* fan s of 
their proftgstonal indemnity 
paUcy as a result of this case. 

But 8* not and 

with professionals. Directors 
who serve on the boards of 

«nrh pwip u tea iwfght 

to be similarly concerned at 
at risk. They should be 
j adequate directors’ 
and officer!? MflUy fa um 

It fa understood that an 
n jfgai tn flip H ouse of Lords in 
Lipfdn Gorman is not going to 
affect the Court of Appeal’s 
decision on file Wahiffiy of the 
bank. The defendant accoun- 
tants are also appealing 
against the derision in favour 
of the p Mntiffe in the Agfa 

*/§8Stfl WLB, 1340 
* [1S89J 3WLR.1367 
tha author fa sudor partntr of 
solicitors Fishbum Safer. 


Invest Now in 

Germany 


The collapse of barriers that sep- 
anted Europe into East and West 
for decades has created attract- 
ive investment opportunities in a 
rapidly changing political environ* 
ment. Previously untapped con-* 
sumer markets in Eastern Europe 
are opening up to Western and 
Asian products, technologies and 
Services. 

West Germany, a driving force 
behind the integration of Western 
Europe and the continent's most 
dynamic economy, is the logical 
bridge between East and West. 
Bordering on three East European 
countries. West Germany serves 
as a platform for access to the 
entire East European market- 
place. For numerous West German 
corporations this unique position 
adds great potential for expansion 
and growth for many years to 
come. For this reason it is well 
worth investing in selected West 
German companies poised to gain 
from the emergence of these new 
markets. 

If you want to benefit now from 
the added growth potential of 
West German corporations, talk to 
Hypo-Bank, West Germany’s oldest 
publicly-quoted bank and one of 
the nations’s l eading financial in- 
stitutions. 


Hypo-Bank’s expert teams of 
researchers, securities analysts, 
economists and portfolio man- 
agers pool their; long experience 
and market knowhow to provide 
their clients with the finest in per- 
formance-oriented investment de- 
cision-making. These capabilities 
are supported, for example, by a 
significant local presence in East 
Germany, where the Bank is open- 
ing a total of 20 branches. 

To find out how you too can prof- 
it now from the many new Europe- 
related investment opportunities 
already on the horizon in Germany, 
contact one of our specialized 
teams of professionals in Munich: 

Portfolio Management Services: 
Andreas Muth, Telephone: (89) 
2366-8661, Fax: (89) 2366-8589, 
Telex: 5286546 
Institutional Sales: 

Christine Seubert, Telephone: (89) 
9244-6120, Fax: (89) 9244-6140, 
Telex: 5213886. 



Investment Banking 
in the finest Royal 'fradition 


HYPO-BANK, Bayeruche Hypolbekw und Wbchrel-Baitk AC, Theatinerstrasse U, D-8000 Munich 2 
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After riLAkrofeom of the LAe many ItaBaa titles, TUrin Tfas took a lot of work. Dusty 

world's tor g ci t makers of hail, over the centuries, amumed dty archives were combed. Old 

paints and coatingf. And naqr ' a uniform colon a drab yeBcur plans were co m p a red with con- 

innovations come from oar lobe- odetTmMia architect s and temporary prints and printings. 

eatorfes. Afexo were c o m mis sioned to And the c hemic al compos*- 

But even for us it was qoifie a d ete r min e wh e ther the colorfid Hoa of the rediscovered colors 

diaBeflce to be Involved bi re- splendor of the past cent u ries was analyzed, 

decoretfoettedtyemrteronbriu. couM be restored. The resale was a historically 


Iris very Ehtiy that the paint 
on yoor cue van manufactured by 

Akzo-Asweflasthepaintonyofir 

doors and windows. 

Along wkh the color in your 
mRpaper, your carpet, ftinUtiire, 
plastic Mtcheeware, and perhaps 
even your tamn n umier. 





COMMODITIES AND AGRICULTURE 


Way cleared for 
extension of 
cocoa agreement 


By David Blackwell 

COCOA PRICES closed In 
T/mflnn at the highest levels 
for nearly six months as the 
International Cocoa Organisa- 
tion (2CCO) agreed key finan- 
cial derisions which will allow 
the moribund Inter natio nal 
agreement to be extended 
beyond September. 

The price rise of the past 
week or so has been largely 
-rimfaai, hut has been under- 
pinned by the political unrest 
in the Ivory Coast, the world's 
biggest producer, and uncer- 
tainty about the situation in 
Brazil following the sweeping 
economic reforms. May cocoa 
on the London Futures and 
Options Exchange (Fox) closed 
at £772 a tonne yesterday, up 
£20 a day of heavy trad- 
ing. 

While there has not been 
much producer selling, manu- 
facturers have come back into 
the in aAWtinn there is 

a large open interest on May 
call options at £800 a tonne, 
and option gra nfc ers have been 
covering their positions. 

The mood erf t>n» market may 
now be changing, one analyst 

suggested. “I thtrifc the menu- 1 


facturers are coming in 
because they feel the market 
has reached a turning point," 

ste mW. 

U anything, the news from 
the ICCO's London headquar- 
ters yesterday should have 
been bearish - but the market 
tools It In its stride. 


in principle that the interna- 
tional pact should be extended 
for two years from September 
without economic provisions. 
Yesterday they agreed to abol- 
ish from April 15 the $30 a 
tonne levy on imports and 
exports of cocoa; to authorise 
the sale of 24 25 to nnes of 
cocoa from the organisation's 
250,000-toime buffer stock; and 
to fond the second year of the 
fffrirodni i eit her through 
from the buffer stock, or 
through producing member- 
countries paying off some of 
their $140m debt to the organi- 
sation. 

These were the major finan- 
cial bardies which had to be 
cleared if the proposed exten- 
sion to the agreement was to 
go ahead. The talks continue to 
the end of this weds. ' 


Receiver appointed for 
Brazilian Coffee Institute 


By John Barham In Sao Paulo . 


THE BRAZILIAN Government 
has at last appointed a receiver 
to close down the Brazilian 
Coffee Institute (IBC). Mr Fer- 
nando Vicente de Meflo Alves, 
a Central Bank liquidator, is to 
sell off the IBCs assets and 
transfer its responsibilities to 
other government or private 

The Institute, which regu- 
lates production and export at 
coffee, was abolished by decree 
on March IS, but is to continue 
operating until its successor . 
agencies are ready to take 
tnu. 

It is expected the Econ- 
omy Ministry’s trade depart- 
ment will h*mdte exports and 
Amt the Agriculture Ministry 
will oversee production. How- 
ever, It is stQl unclear who win 
establish Brazil's coffee poli- 
cies and who will hold the 
IBCs buffer stock, which is 
currently said to be worth 
$3bn. 


The IBC'8 sudden closure 
threw both its staff and the 
coffee market into canfoshm. 
Exports have come to a stand- 
stifL for lack of IBC supervision 
and because the new Govern- 
ment's economic measures 
froze savings, withdraw liquid- 
ity from the economy and 
allowed the Brazilian cr u z eir o 
to float upwards, making 
e x p o rt s unprofitable in local 
currency terms. 

No IBC or Economy Ministry 
officials were available to com- 
ment on local newspaper 
reports that the M inistr y has 
allowed coffee exports to 
resume without full IBC docu- 
mentation. Customs officers at 
the port of Rio de Janeiro are 
reported to have begun accept- 
ing quality certificates issued 
by private classification ser- 
vices to allow exports. No esti- 
mates are available on the 
amount of coffee expo rt ed in 
»ita way. 


Inco man 
sees steady 
nickel price 
this year 

By Kenneth Goodins, 
Minina Correspondent 

AS THE nickel price rose 
strongly an the London Metal 
Exchange yesterday, Mr Peter 
SalathleL vice president for 
primary metals marketing at 
Inco, the world’s largest nickel 
producer, said that the price 
had probably reached its low 
paint af tbs year in January. 

"Assuming that economic 
conditions in the industrial 
countries remain positive, 
nickel prices should continue 
to strengthen,” he 

Whfie sot willing to give a 
firm price forecast, he said 
nickel would probably trade In 
a range between $8 and $5 alb 
this year. The metal averaged 
Just over $6 a lb in 1980. 

The LME price of nickel for 
immediate delivery rose by 
$200 to $&525 a tonne ($02 a 
lb) on the LME yesterday while 
three-month metal was np $275 
to $9,237.50 a tonne ($449 a lb). 

Traders said the firmer tone 
appeared mainly to reflect pro- 
tective short covering in anfid- 
pafion of a fresh wave of buy- 
ing from European steel mills. 

Mr Salathlel contributed to 
this sentiment by pointing out 
that a recovery in stainless 
steel production (accounting 
for more than 60 per cent of 
nickel usage) was expected as 
excess stocks of stainless woe 
liquidated. . "Liquidation has 
been completed in the US. 
Order books for stainless are 
strengthening in Europe and 
should pick up again in Japan 
in two or three months.” 

Mr fiaiathipi wan speaking at 
a flnanrial “roadshow" in Lon- 
don associated with the floata- 
tion next month of shares In 
Inco’s Indonesian subsidiary, 
PT Tnen. 

He forecast that nickel 
demand this year was Ukaly to 
remain about the same as in 
1969 at L45bn lbs whereas 
western world production 
might well fall short of that 
level after being in' balance 
with consumption last year. 
Producers had announced cuts 
of 50m for this year and these 
would not easily be restored 
because they were associated 
with plant maintenance. 

Stainless steel output was 
likely to be between 9.5m and 
10m tonnes. 

Mr Rninthtel said, the Soviet 
Union, primary supplier of 
nirirri to the Ling , was likely 
to keep exports of the metal at 
about 90J300 tonnes thfa year. 


Greek agriculture — ancient and modem 

Full advantage has not yet been taken of EC membership, reports Kerin Hope 


I N THE plain surrounding 
the northern Greek city of 
Salouica rows of neatly 
espaHered pear trees are being 
mimed. Irrigation pumps hum 
beside fields of sugar beet and 
the cows have an unmistaka- 
bly Dutch look. 

This is Greek agriculture at 
its most competitive: in the 
wine years since accession to 
the European Community, a 
high proportion of farmers 
have switched to crops with 
substantial price support. 

Farther south, however, 
when traditional vine and 
dive cultivation Is reinforced 
by citrus and vegetable grow- 
ing, the picture Is different. 
The 100-hectare farms of Thes- 
saly and Macedonia - hogs by 
Greek standards but tiny in 
comparison, with northern 
European acreages — give way 
to puts of three or four hect- 
ares. These are often frag- 
mented into separate fields 
scattered among scrub-covered 


declined by an estimated 
100,000 since the late 1970s. But 
because most formers are still 
exempt from paying income 
tax, people who have Jobs in 
tiie towns ding to (hair olive 
and fruit trees as much for the 
fiscal status as the income they 
provide. 

Greece rushed to seek foil 


their - minds and took an 
aggress ive approach to secur- 
fog Community funds. 

Farmers have received more 
than 75 per cent of the 
DrLSSSbn (£5bn) paid to Greece 
since 1961 in Community subsi- 
dies and structural funding. 
Cotton, maize, hard wheat, 
tobacco and dive oil produc- 




countryside. Now meat and 
dairy products are in daily 
demand, even in the provinces. 
Meat imparts alone totalled 
ahnp fA $900m in 1S$$- 

Local livestock production 
inevitably failed to keep pace 
with demand: the climate 
makes it impossible to produce 
red meat at prices that can 
compete with the northern 
Community members. Beef 
production has declined by 17 
per cent since 1981, while 
sheep and goat numbers have 
increased by less than 5 per 
cent That is partly doe to low 
CAP support, but also to the 
young formers* reluctance to 
become shepherds. Now that 
Community subsidies are 
likely to be calculated by 
weight rather than, numbers, 
the Tm-head sheep flock, which 
is slaughtered young and cov- 
ers 90 per cent of local needs, 
may start to decline. 

Dairy Output Is stable and 
within Greece's quota. 


rather thtm new irrigation 
equipment. In fact, structural 
jorestment in agriculture has 
declined by 35 per cent fa real 
terms since 1981. 

The Socialist Government, 
ftnrin na to shut oitt the middle- 
men who bedevilled Creek 
fanners in the past, tried to 
moifamto the farm coopera- 
tives into efficient processing 
and exporting unite. Rut 
intense politicisation rou rtHoed 
with lack of manag emen t 
p ypor tiRA brought disastrous 
results. 

Total co-operative losses 
since 1981 are estima ted to 
total Dr900foL hi one of several 
well-publicised embezzlement 
scandals, Agrex, a quasi-gov- 
ernment company formed to 
boost fruit exporting, closed 
down with debts of DrSQm. 

“Greek farmers are certainly 
market-oriented bat they need 
much better educa tion , both on 
te d 1 " 1 *” 1 matters and how the 
Community works," — “ 
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Turkey still under the shadow of last year’s drought 


Bullion market seeks removal of VAT 


A PLEA for the UK 
go vernm ent to press lor a zero 
rate of value added tax an bul- 
lion as part of the European 
Community’s 1992 harmonisa- 
tion process was made last 
night by Mr Robert Guy, chair- 


man, at the Mamma! dinner off 
the London Bullion Market 
Association, writes Kenneth 
Gooding.“Many of us think 
that gold is money and it 
should be tax-free,” he said. 

A aero, or very low, rate of 


VAT would, among other 
things, revive the flagging 
sales of the Britannia gold 
coins, said Mr Guy, adding his 
weight to the campaign for the 
removal of the UK’s 15 per cent 
VAT on bullion. 


By Jbn Bodgener in Ankara 

TURKISH AGRICULTURE is 
not now likely to recover in 
1990 as much as previously 
expected from last year's driest 
summer in half a century, 
according to Western experts 
in Ankara. Precipitation 
winter across the country has 
been less than normal fa many 
areas. 

The experts expect the wheat 
crop to be no more than 13m 
tonnes, compared with about 
Mm tonnes fa an average year 
and 1988’s bumper harvest of 
15m tonnes. Wheat production 
may also suffer because some 
seed held back by fanners from 
the last harvest may be sub- 
standard, they add. 

The Government’s growth 
target for the year erf around 
4.7 per cent now looks out of 
reach. That will also mean eco- 
nomic growth wiR not recover 


much bevond 3 to 4 per cent 
from the desultory U. per cent 
expansion in gross national 
product caused by the drought 
last year. The Government bad 
set a growth target of 5 to 6 per 
cent 

“Only exceptional rains in 
April and May will mean 
reco ver y to average yields,* 
according to one expert. 

Snow and- ratnfl»n jure been 
, patchy across the country. The 
variation has most acute in 
central Anatolia whDe Thrace 
has remained very dry . Predpt 
tatbm has been about normal 
in the south and south-east 
and above average in some 
eastern areas. 

Many reservoirs are low at a 
time w he n th ey should be 
brimming with snow-melt and 
winter rains - overall, that 
has meant a picture slightly 


below average. Even fallow 
lands have relatively less mote- 
tare because of (he exception- 
ally long dry spell stretching 
back into tti rt mnn 1967, which 
again will affect next year’s 
crops. 

The situation is nowhere 
near as serious as tids ttmn 
last year, when scant moisture 
had entered, the soil across 
Turkey, apart from the ' 
northern BlackSea coast, since 
October BBS. Agricultural out- 
put contracted by 10 per cent 
in 1989 co m pared with a 7 per 
cent expansion the previous 
year. 

The total cost of last year’s 
drought in lost exports and 
forc ed im ports is estimated at 
approximately $2tan. 

On present trends Turkey 
will remain be a net grain 
importing cotzufacy. Apart from 


wheat shortfalls, 500,000 to 
600j000 tonnes of maize may be 
needed for animal feed, and 
possibly nearly as much again 
of barley. 

A large requirement for rice 
is also possible, although there 
still may be significant stocks. 
Last year, Turkey was forced 
to import 200JM0 tonnes of rice, 
about 150J»0 tonnes af which 
came from the US. 

;:'4u fierce controversy has 
developed over tumours, 
denied by US suppliers, that 
the rice is low in nutritional 
value because of allegedly 
being seven years old, and Is 
being dumped at lower prices 
in Turkey. 

The political cost to the Gov- 
ernment at a time of deep elec- 
toral unpopularity for the rul- 
ing M ot h e r land Party (ANAP) 
has yet to be counted. Agricul- 


ture is important in Turkey, 
employing around the 
labour force, and accounting 
for 17.9 per cent of gross 
domestic product. Despite 
scene reforms having been 
Implemented in the past 
decade, subsidised s up p ort 
prices and In terest rates nave 
r emain ed a bone cf co nten ti o n 
with .the EC and the World 
i fan* 

Recently, however , the Gov- 
ernment has also come fa for a 
great deal of popular criticism 
stirred up by the opposition 
over Its agricultural policies. 
Hrst. there was a derision in 
January to cut tariffs on fruit 
and vegetables, iu the interests 
of EG harmonisation, followed 
early in February by increases 
in tobacco support prices that 
fen well short of the twfiattmi 
rate. 


worn. 
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MARKET REPORT 

COPPER prices were soaring on 
New York’s Comex by midsession 
yesterday after closing steady 
on the LME. At the New York 
market traders said the uptrend 
mainly reflected buying interest 
for cash metal from two oversold 
US copper producers. Just before 
the end of the morning session 
the spot March futures position, 
which was expiring at the end 
of the day, was 1.35 cents up at 
$1.23 a lb. Commenting on the 
reported producer buying one 
dealer said: “This is very positive 
for futures, if the guys bringing 
H out of tiie ground don’t even 
have enough." At the London 
Metal Exchange copper rallied 


London Markets 


lata in the day after dipping to 
a 4-week low earlier on. The cash 
price closed £1 down at £1,579 
a tonne, while the three months 
position was £10.50 lower at 
£1,540.50 a tonne. But afterhours 
buying lifted the three months 
price to £1,558.50 a tonne at tiie 
final kerb close. Dealers said the 
late rise was mainly Influenced 
by the Comex surge. London 
coffee prices were boosted by 
renewed concern about the civil 
disturbances in the Ivory Coast, 
a big producer of the robusta 
variety traded on Pox. The May 
price ended the day E13 up at £875 
a tonne. 
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Early gains trimmed before the close 


FINANCIAL TIMES STOCK INDICES 
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THE UK stock marketwaa a 
calmer place yesterday follow- - 
tog the shakeout of the previ- 
ous trading session. Share' 
prices staged a cautions recov- 
ery at Ibst on the back of Wall 
Street’s strong performance 
overnight. But them was little 
buying pressure and the early 
gains were cut back when the 
new session in New York 
opened without much sign , of 
fq^fiar>n th l w ifr M01 lT 

Market volumes died away 
again lit London and it was left 
to the corporate reporting list 
to provide the days features. 
Turnover melted away in lata 
afternoon when the market's 
worries over domestic inflation 
were reawakened as Tesco, 

Rally on 
Thorn 
sale plan 

Thorn EMI shares rallied 
ahead of and after news of its 
involvement In talks which 
could lead to the sale of part of 
Its defence business. . The 
shares closed 12 higher at 680p 
after turnover of 20m- 

The market had been foil of 
stories yesterday that Thom 

Was oNf* to awnnmww flw salft 

of its defence businesses. In' 

thp event, *ba i-wmpa m y mW it 

^ was discussing the possible 
sale of Systran Danner, its 
aerospace subsystems and 

rmtipnm m te m huMlwy Jn Cal- 
ifornia, to a newly-formed corny 
pany, BEI Electronics, which 
includes Systran’s senior man- 
agement. 

One Thom follower said that 
the Manpawy would probably 
get $50m (£30.7m) for the busi- 
ness, a figure well below the 
gZOQm it could have expected 
to realise only a year ago. “The 
price being offered recognise s 
the low prices being paid for 
US defence businesses. We had 
expected all of Thom's defence 
businesses to go; it’s very 
mndi an anticlimax.*’ 
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lowing a profits downgrading 
by UBS Phillips & Drew. Other 
downgrades axe expected by 
the market. 

Bowater improves 

Bowater Industries lumped 
24 to 479p after the company 
disclosed foil-year profits 30 
per cent higher atllOOm. Deal- 
ers reported good two-way 
trade at the higher levels. 

Researchers raised their fore- 
casts for the current year 
across the board after a 
good-tempered analysts’ meet- 
ing. Mr John Kenny at BZW 
said organic growth was good, 
margins were holding UP and 
that the integration of last 
year’s acquisition, Norton 
Opax, was going smoothly. He 
lifted his estimate for this 
year’s profit from £l05m to 

flIR m 

Mr Geoff AUum at County 
Natwest WoodMac agreed that 
the figures were good, but was 
more cautious in his new 1990 
estimate of £112m, up from 
0.05m. He said that earnings 
per share this year would be 
low because of dilution from 
the Norton Opax acquisition. 

Hawker disappoints 

The engineering and aero- 
space sectors which have seen 
a spate of good results in 
recent weeks found no cheer in 
file figures from Hawker SMde- 
ley. The figures revealed a 
loss at Hawker Siddeley 


Britain’s biggest food snber-- 
date, outbid! Ub. dval 
employers in the wages -hid-; 
ding war A mon g the- uK' high 
street traders. 

Inflationary concern co ati p- 
usd to dog ™ «ww through- 
out the day as -Mr Robin 
Leigh-Pemberton, the Govar- 
nor of the Bank of ’Bn gh™*, - 
— - V 

Power Bw gifuwHwg , the cant* 
..pony’s electrical power con- 
tracting subsidiary, which -left 
profits at £202m, compared 
with £183. 7m last year. Hie 
shares fell 11 to fisp as turn- 
over reached 2m shares.: 
Hawker also unveiled its 
much-discussed r e st r ucturi ng 
plans. 

Mr Rory Sweetmanat BZW 
said the company’s markets 

would .confirms to Huhimi fhb. 

year “and thus Hswfcffldde- 
ley will need the recovery in 
contracting; acquisitions and 
cost-saving benefits. to sustain 
8 per cent growt h this year. 
The reorganisation will be 
important but not until T98L* 

Mr Sandy Monde at County 
Natwest agreed the figures had 
disappointed, cut his 1980 fore- 
cast^ £Sm to agaam, and pre- 
dicted 1991 profits of £237-5njL 
Ho wev e r for the long term, he 
said: “Hawker Stiblelay. often 
solid reliable earnings 
growth.” 

LASMO hit again . 

LASMO shares, poor per- 
formers over the pastwerac or 
so as stories of a big oil discov- 
ery in the Westray exploration 
well have been replaced by 
talk of a more modest result; 
suffered another minor shake- 
out yesterday. The latest weak- 
ness accompanied talk that the 
company’s MbdlgHana explora- 
tion well in Rally has prayed 
dry, although utero was no 
confirmation of this from the 
company. 

Some determined selling 
pressure, coupled with a mark- 
ing down by marketmakers 
anxious not to take oar non 
stock, left LASMO 7 off at 586p 
after i sm shares changed 
hands. One ^ecfehst said the 
disappointment in Italy was 
“hardly the end of the world” 
and that the driHbig operation 
“was always regarded -us high 
risk.** ' The : market' is: sml 
waiting for official news on 
Westray. 

New developments in the bid 
battle for Laing Pr op ert i es 
brought erratic movement in 
file shareoThe price jumped 13 
to 660p as Fan MaD, a Joint 
company controlled by PftO . 
and Chetefiald, raised its stake 
to 30.43 from 23 per cent and 
ma de an increased final cash 
offer of 725p per share. 

P ft 0’s broker,' Panmure • 
Gordon, and Rowe ft Pitman, 
bought the Laing stock for 
725p, picking up 4.4m from 
tesfitutkms, vriio woe offered 
725p cash. 

When the news of the 
increased bid Mt the 
Laing rose briefly to 700p. Once 


told a tfKParhamentary Select 
Committee thdt the cost of hy- 
ing could go higher than the 9 
. per' emit peak expected this 
summer by the Chancellor, Mr 
John Msdar.Nar were financial 
markets encouraged by the 
Governor's view that it Is 
"extremely optimistic" to 
expect a am fin in domestic 
interest rates until well into 
next year. 

However, the equity market 
was largely concerned with its 
own, technical situation 
The first half of the M«i«p 
frroughta rebound from Tuee- 
day’s spiling bout, with the 
Footsie future briefly achiev- 
ing a nine: point premium. 
However, -this p remium was 
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Panmure and Rowe stopped 
bidding the shares feTi laAr. 

Despite Pall Kail’s success In 
raising 2te stake, analysts were 
uncertain whether its offer was 
high enough to win control of 
the property company. 

"The market is saying that 
this level is not sufficient," 
said Mr Gareth Evans of Chap- 


much an anti-climax.” company’s w«Wfana explore- —ih Mr Gareth Evans of Char- 

Thorn has fallen sharply in thm wall in Bate has proved tezfaouse Tfiney, pointing to 
the pest couple of weeks fob dry, although there was no lointfs ability to hold at the 


higher levels. “fix fact file offer 
looks Inadequate, ft will be 
easy for Laing to pick holes in 
it" 

A profits downgrading by 
County NatWest WoodMac left 
Midland Bank shares languish- 
ing in the wake of the other 
dearers. -At the dose the 
shares were a penny off at 
841p, after having been 337p. 
Mr John Aitken at County, 
knned £8SUi off fata' esthhate of 
Mtolaf>d*S' 1990 ~proflta to 
£5B8m. Hesaidr’ , ou our revised 
data the rating is now too 
high.” 

Three main reasons are dted 
for the swingeing cut in esti- 
mates. They arc; he said, prob- 
lems in the treasury depart- 
ment, increasing costs arising 
from the newly set-up First 
Direct operation and new 
regional processing centres, 
and the loss of many cheap 
interest-free current accounts. 

The other leading banks 
made strong progress and were 
highlighted by Natwe s t, which 
advanced 11 to S53p on turn- 
over of &2m shares, and Stan- 
dard Chartered, up 17 at 54 a* 
on 1.6m. Menmant bank 
5. G. Warburg rose 12 to 47lp 


NEW HIGHS AND LOWS FOR 1988/90 
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Fiat UK 

managing 

director 


Mr Enzo Miranda (above) haa 
been appointed managing 
director of FIAT UK replacing 
Mr Bruno Doris who has 
returned to Italy to a senior 
post in Fiat Credit 

Tntarwtinnal. Mr Miranda WBS 
vice president, marketing, ©f 
Flat USA Inc. 

■ Mr Colin Kirkwood has been 
appointed manag ing director 
of ABERDEEN UNIVERSITY 
PRESS, a Maxwell company, 
in socession to Mr Colin 
Mqrf*an who retires on June 
SO. Mr Kirkwood was 


publishing director with John 
.Bartholomew and Sou. 

■ BAIN CLARKSON, part of 
the Inchcape Group, has 
appointed Mr David Beifiand 
as deputy chairman. He has 
been with file group 32 years, 
awd w ill wmtinBF m chairman 

and managing director of Bain 
C3arta <ai’s international 
division. 

■ WO OLWIC H EQUI TABLE 
BUILDING SOCIETY has 
appointed Mrs Jackie Riley 
as head of computer services. 
She was se cr etar y and 


mrpneate plotrtihig T and la 
ffl Kfftwfa l by Mr ffnw 

Altterman. The changes are 

from April L 

■ DONELON TYSON has 
mqpdnted Mr Nfeil Miller as 
chairman of JJF. Dooelon & 

Co. the groap’8 tmmeBing and 
civil engineering company, 

in addition to Ms poet as 
managing director. 

■ TIE RACK has appointed 
Mr Martin Morgan as property 
5tnd franchising director of Tie 
Rack Trading; its UK operating 
subsidiary. He was property 
director with Automagic 
Holdings. 

■ Mr KeithRedtiiawandMr 
Michael Griffith*, directors 
of Land Securities Properties, 
have been appointed to the 
board of the h oldin g company 
LAND SECURITIES. Ur AN 
Strange and MT Neville 
j frhwsnn, asmatent dfrechttS. 
Land Securities Properties, 


have been appo inte d to Its 
board. Mr Udnrd Rodder, 
a s e ni or surveyor, becomes 
a director of Savenslde 
Investments, retail warehouse 
arm of the group. 

■ Mr Ch arites D rysdale has 

commercial division wffl be 
iHtn-fintiTiiiarf ami fhrmHmw 
of the motor, oQ. and property 
divisions will report through 
flwimmng hi g ifli ^ or to ’ 
main board. 

■ Mr John gpence has been 


Mr Robert Woodcock 

b ef-o mpg t H wrt n r mf 

Antler, a company in the travel 
and leisure goods dfrtakm of 
WASSAIL Hr Arthur Church 
has been appointed executive 
chairman of Metal Glosnres. 

■ Mr HU Radley, has been 

appointed managing director 
of IVES ELECTRICAL 
SERVICES, Aldershot, part 
of the Thomas Robinson 
Group. Mr John Podger 
becomes operations director, 
and Mr Leslie CL EJby is made 
commercial director. : 

■ ALANPATRK30F 
ASSOCIATES has promoted 
Mr Charles Target from 
wniigfcan t dfaftrtnr to 

■ PAYNE PACKAGING, a 
Norcros subsidiary, has 
promoted Mr Petra* Foster to 
sales director, strapping 
products; and Mr Graham 
GoodwhL-Bng to sales 
director, tear tapes. 


soon reduced and the undeady 
fog stocks were quick to foOinr 
sutt. 

At best the FT-SE Index 
showed a gain of jnst over 14 
points before the coder trend 
at the raid of the day left ft 
with a closing reading of 2,275 
exactly; only &8 up on the ses- 
sion. Seaq vohune fell slisfaite 
to 359.5m shares from Tues- 
day’s 386.9m and traders saw 
little sign of the big iristitn- 

“This weak has indicated 
that equities are still in a trad- 
ing range between 2.180 and 
2^00, with the higher end re-to- 
stated on Monday”, com- 
mented the head trader at a 
leading UK house. 


after keen support from one 
source. 

Sun Life's annual figures 
were well received and the 
shares edged np 15 to lZQpu • 

There were few features in 
tiie UK chemicals sector on the 
day that BASF, the West Ger- 
man cheuitoalH group, repo rte d 
good results. 

HE continued to languish, 
after the recent from 

7 Cham Systems, the Anglo 
American consultancy, about a 
co ntinuation of the downturn 
in Europe’s petrochemicals sec- 
tor. The shares dated S down 
at limp. 

Buying Interest following 
. recent weakness was noted in 
London International where 
the shares add 4 to 232p. Also 
wanted were - Amersham, 
whose shares gained 10 to SOfti 

Brewing sector analysts vis- 
iting Grand IWalmpolltsn'B US 
operation. Pffl&bnry communi- 
cated to coBeagnea in London 
their pleasure at what they 
saw. Demand for the the stock 
picked-up and the price rose IS 
at one point before settling 12 
higher on the day at SOEjp. Deal- 
ers at one securities house 
spoke of the possibility of 
profit upgrades for the current 
year of between E5m to aom. 

Ug ginmal hr wn w Boddlugton 
firmed 5 to 14Qp after posting 
foil-year profits 10 per cent 

hl ghwr of Clfiitw. 

Analysts raised c ur re n t year 
forecasts for Kingfisher after 
the co mp any posted profits 81 
per cent higher at £294.7m. Mr 
Steve Oldfield at BZW said that 
although the figures Included a 
pension fund-related gain, 
when this was stripped out for 
the purposes of comparison the 
profit was still above the top 
end of flw range of expecta- 
tions. 

He raised his estimate for 
the current year by £Uxm to 
£225m,' identifying the good 
TTu ^ gfna at diy Chain BftQ as 
particularly good. TH»e ffiy ae& 
tor has bottomed out,” he 
maintained. The . shares 
chmbed ll at one stage before 
profit-taking trimmed the gate. 

to 8. at 289p. 

Ladhrnke, which owns the 
Texas diy chain, benefited 
from the Ki ng fishe r results and 
closed 7 upat305pi 

Sean shed 2 to 96p as the 
nmzket caught wind of what it 
thought was a sell recommen- 
dation from S. G. Warburg, hi 
fact Warburg published a 27- 
page preview of the stores 
results season which Included 
the suggestion that investors 
should buy Marks and Spes- 
eer. H they did not want to 
increase their weighting In the 
sector they should consider 
switching out of Sears and 
Laura Ashley, said Warburg. 

The official wwmimwwlBHmi 

on Sears ta hold. 

Laura Ashley slipped 2 to 
56p, while MAS firmed a 
penny to 196$. Sears was also 
hurt by talk, widely disbe- 
lieved, that tiie Fayed brothers 
were setting part of their 10 per 




Mr kWXL Harvey (above) has 
been appointed chairman of 
Hamteos Bank (Guernsey) and 
Hambros Bank (Jersey) to 
succeed Mr DJ. Thomason cat 
Ms retirement. Mr Harvey 
c o ntinu e s ta fata present post 
as executive director of 
HAMBROS BANK, London, 
where he has been in charge cf 
the commercial bwMag 
dtvMon since 1975. 

■ AIRCONTACT, cargo 
general sales agents, has 
appointed Mr Mchard Wright 
as divisional director - 
commariaLHe was general 
wiaiwig M-, Alfl/n nntjtwwital 
Cargo. 

■ COLMANRSCG GROUP 
has appointed Mr Anthony 

filswn as group financial, 
director, and financial director 
of the group’s operating 
companies from April 2. He 
was finance director of Cresta 
Corporate Services. 


There are still few sellers in 
the market, bat it was also 
dear this week that there are 
few serious buyers of equities 
at the top end of the trading 
range. Many fund managers 
have now dosed their books 
for the first quarter erf the year. 

C o r porate profits statements 
continued to flow across trad- 
ing screens. The retail sectors 
found some comfort from good 
results at KfT1 g f, ” h ** r A heavy 
foil in flxst-faalf profits at Bar- 
rett Developments, a leading 
UK bouBebaildtog firm, merely 
underlined the gloom hanging 
over a sector which has proved 
deeply vulnerable to the high 
level of interest rates in the 
UK. 


cent stake to the company. 

Shares in. MoHiis, the ciga- 
rette machinery manufacturer, 
firmed 5 to 251p, as the com- 
pany rejected a £750 hostile 
bid from Leocadta. 

The bid became inevitable 
after EBP Securities, controlled 
by Sir Ron Briedey, the New 
E ftfi T w n*! b qgtwwtgwiMw, which 
twtae Md for Mottos, decided to 
sell its 33 per cent holding to 
the company at 2S2p a share. 
Dealers and analysts believe 
the Ud ta nriBkdy to succeed. 

Dowty gave up 7 to 199p 
after BZW weighed in with a 
profits downgrading. The bro- 
ker cut expectations for the 
year to March 1990 by £5m to 
£82m, and lowered expecta- 
tions for 1991 by £8m to £102m. 
BZW Mamed the cut on Hie 
effect of strikes in the first half 
of the year. 

A profits warning at Bul- 
lough’s annual meeting sent 
the shares 21 down to 106p. 

Iaamto jumped to I79p 
hot eventually dosed at 174p 
on profit-taking after It was 
announced that Zung Fu, 75 
per cent owned by Jardise 
ifetiw>tnn i had made an agreed 
£3L6m (ifiSp a share) offer for 
Lancaster. 

The prospect of strong sales 
of the new Rover 400 car pro- 
duced by British Aerospace 
subsidiary Rover Group helped 
sentiment surrounding the 
stock and the shares added 9 at 
SOepL 

A« stand extended the good 
ran tri ggered some weeks ago 
by visits to the group’s head- 
quarters by two leading ixo- 
kere; the dura adding 2 more 
at 68p an good turnover af 
4An. 

GRC, vriiere Ktainwort Ben- 
son Joined the HBt af broken to 
cut profits estimates, slipped 2 
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more to 203p. Ktainwort low- 
ered its c ur re nt year forecast 
by £30 to £875m and that for 
next year by £70m to £95Qul 

Micro Focus, soon to report 
preliminary remits, advanced 
40 to 57% stffl responding to 

the buy recommendation 
recently issued by Mr Keith 
Woolcock at CCF Laurence 
Prust 

Robert Horne “A” rose 17 
before the bating of the shares 
was suspended at S71pi Dealers 
assumed that an announce- 
ment on the long-discussed 
Agreed takeover by Bfihr- 
mann-Te ttrode, the Dutch 
paper and office supplies 
grooR was imrninrart. The ordl- 
nary shares were suspended at 
435p. 

Tinsley Robar, the paper and 
packaging company, jumped 11 


to 35p after Wace, a pre-press 
services supplier, revealed it 
had bought 3.84m shares, or 
15J. per cent, at 3&p each. Wace 
now has 1&62 per cent stake of 
Tinsley. 

The announcement late on 
Tuesday that Midsummer Let- 
sure waS in tnUta which might, 
lead to a bid left the shares 27 
higher at 165 pl The list of those 
named by traders as possible 
suitors was beaded by Rank 
Organisation. 

The latter’s shares were 
down 3 at one point but recov- 
ered to dose unchanged at 
778p after the company 
announced a $4Qm US acquisi- 
tion. Others on the list 
inclu d ed European Leisure, 3 
lower at 80p, «nd MaiwBald 
Breweries which closed 7 
cheaper at 438p. 


Mecca Leisure wwiHwhmI to 
weaken ahead of figures dim 
next week. The shares have 
been hit in recent days by spec- 
ulation that the company’s 
activities 'In bingo or «*«™b 
have ran into dttncu lttos. 

The shares were another 7 
off at one point before sugges- 
tions that any problem might 
simply be a one-off fwiaiuw 
sheet item pulled the shares up 
to llTp, stm a decline of 3 on 
the day. 

USM-quoted Atlas Convert- 
ing Equipment vaulted 60 to 
585p, boosted by news of 
sharply hi gher annual pro fits 
at £5m, against £3J3m tiie pre- 
vious year. 

■ Other Market statistics, 
including the FT-Actnariea 
share index. Page 28 
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FT UNIT TRUST INFORMATION SERVICE 
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MONEY MARKETS 


London rates steady 


FT LONDON INTERBANK FIXING 


01.00 a*. Ka-JS 3 notttn US taUm 
Ud S’, | oHcTa^ 


iDSDottn 
1 offer SB 


A STEADY performance by 
sterling kept sentiment favour- 
able on the London money 
market yesterday. There was a 
softer tone, but no cut in UK 
bank base rates Is expected in 
the foreseeable future and 
wholesale rates are therefore 
unlikely to move much lower. 
Three-month interbank eased 
to 15&-15& per cent from 15ft- 
35 Vi and one-year money was 
unchanged at 15%-15& per 

UK ctautag bank base iemflsg rata 
15 par seat 
from October 5 


cent Markets are resigned to 
no redaction in base rates until 
at least the latter part of the 
year, aithnng h there remains a 
danger of a rise if the pound 
comes under renewed pressure. 

Against the probability that 
base rates will be unchanged 
for at least a year - the last 
change was in October • 
trading In short sterling on 
Litre has tended to move into 
the further delivery months. 
June overtook March In 
trading volume long before 
delivery of the near-dated 
contract, and the same seems 
to be happening with 
September and June. 
September traded 8,723 lots 
yesterday, against 9,986 for 
June. This is a much larger 
proportion for the Car month 
than would normally be 


expected such a long time 
before delivery. 

June short sterling opened 
little changed at 84.78 and 
touched a peak of 84.79, before 
dosing at 84.76 against 84.77 
previously. 

The supply of day-to-day 
credit remained comfortable. 
The Bank of E ngland forecast 
a money market shortage of 
£100m. No bill operations were 
conducted by the authorities 
but late assistance of around 
£lQm was provided. 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained «febn u 
with a rise in the note 
circulation absorbing £l20m 
and bank balances below 
target SGOm. These outweighed 
Exchequer transactions adding 
£360m to liquidity. 

In Frankfort call money was 
unchanged at 7.45 per cent in 
quiet trading. The Bundesbank 
council meets today and will 
be attended by Mr Theo 
Waigel, West German Finance 
Minister, when there is 
expected to be discussions on 
German monetary union. No 
change in official interest rates 
is forecast and banks are not 
likely to have any problem 
meeting average reserve 
requirements this month. 
Reserve holdings averaged 
DM60.8bn for the first 28 days 
of March, against a provisional 
requirement for the whole 
month of DMSSLObn. 
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veeiiLCvUflcatHdTaxtep«ft(S«r4es 6); Beoasit 009,000 «nd over held under one 

h percent; one-three months 13 per cant; Une-slx months 13 per C4NC Stx-rtlW months 

13 per cent: utoe-twefee months 13 per cent; Under £100,000 life per cent from Oct 9,1989 
Deposits withdraw! fw cash 5 per osiL 


On April 1st, 1990 and 
henceforth 
Blue Arrow PLC 
will be known as 

MANPOWER PLC 

with the stock symbol 

MAN 

Look for us under “M.” 

©MANPOWER 

THE WORLXXS LARGEST EMPLOVM9<IT SERVICES OROANtSAITaN. 


ACROSS 

1 and 21 down Versatile chap, 
Frankenstein’s creation 
<3A4 JS> 

8 Cont emp orary composer in 
the window? (5) 

9 Smallest room In award for 
dimness (6) 

10 Scots county Inhabited by 
one male, de se rte d and du- 


ll Judicial place for royal 

U Suffered to take it easy, 
say (4} 

14 Ladylike, seeing nothing 
. untoward? (7) 

15 Dusky inhabitant of Leeds 
and Manchester (7) 

17 Expression of popular feat 
bag Heath put down (?) 

18 Exacts retribution from a 
group of seven without 
force (7) 

20 Roun ds of drinks? (4) 

22 Willows in disarray, dead 
inside; one of many similar 
features of house exterior 
OO) 

28 WDd measures of music fay 
Scot (9) 

28 The kind Of Bra* that helps 
make Thatcher hum 

Brahms? (5) 1 

27 Sudden blow - nothing; to 
. lehsh (5) 

28 The flower to hasten spring? 

C3> ; 

DOWN < 

1 Programme director innb' 

ona a soldier for sorcery j( 5 ) 

3 Relax - go on, smile - you 
. may not have heard this 

• . before (8) 


3 Nifty mini makes new 
appearance around centre 
of Crewe; tt appeals to mm 
00 ) 

4 Salt — only for fish (7) 

5 Gutsy or badly fermented 
foodstuffs (7) 

8 Vice among the camera 
crew? (4) 

7 Garden pest took shelter 
beneath a piano (5) 

8 Where the spectators stand 
for subsidiary activities (9) 

13 Inferior planet peopled by 
shady characters ( 10 ) 

14 Lad’s badge insecurely 
attached to bike? (9) 

16 Star quality shown by Mum 
improvising dust after gin 
cocktail (9) 

18 Treasures papers? (7) 

19 A slowish piece from a 
north Italian poet (7) 

21 See lac 

23 Lincoln students without 



Solution to Puzzle No.7,200 


SHnaauuianooBuB 

an h □ H C] u b 

L1QSQH □□□□□□□□□ 
□ m e u o □ □ □ 
□saaoiGiHaa eeliho 
q a h □ □ 

□ansa nnaBaniGiEJo 

H □ □ □ G H 

□aHaanBaa qddde 

3 0 □ Q □ 

□ansa ihesqqohoqij] 
aaouButaa 
aanHHsnoti tKnnEu 

H B Cl 0 Q 0 0 □ 

ananEioa □bedbdei 
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TOKYO - Host Actlvo St> 

Wednesday March 28 1880 


40.1a 1400 +00 Toyo Ba onrg 
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It’s attention to detail 

that makes a great hotel chain, like providing 
the Financial Times to business dlients. 
Complimentary copies of the Financial Times 
are available to guests staying at the Sofitel 
Bourbon in Paris, and the Sofitel Splendid in 
Nice. 


FINANCIAL TIMES 

EUROPE1 OUSINESS NEWSPAPER 


w.d 


No FT? 

No problem in Japan 


m 



Keeping up with the news when you 
travel to the Bar East used to be some- 
thing of a challenge. The world 
seldom stands still. These days, in 
feet, just a few hours can be enough to 
change history for ever. 

Happily for FT readers, staying in 
touch will soon cease to be a problem 
in Japan. 

Because from mid-year, when you 


travel in Japan the FT goes with you — 
taxed overnight by satellite direct from 
London, edited and printed locally for 
the start of the working day.Ask ft# .. 
your copy at the hptel qr qu tfte 
news stands,in Tokyo or in other major 
Japanese cities. 

If you’re a resident, we’ll hand- 
deliver the FT to your office in central 
Tokyo, first thing every day. 


call Tokyo (03) 295 1234 now 

and find out how to get 12 free introductory issues when you subscribe 










































































































FINANCIAL TIMES THURSDAY MARCH 29 1990 


2pm prices March 28 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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95% 

64 

IA 

to 

to% 

15 

13% 

041 
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12 
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“ft 

Ml 

so? 


31* 40 

47% 22% 

as* is* 
20* 18* 
io* a* 
30* is* 

23* 16* 

as* is* 

00* 39* 
23* 78% 
38* ZB 
34 M 

nk «* 

103* SO* 



MS* «%+ % 
23* 27* + 1* 
43* 


ft I ‘*1 


is' »%' 

ft ft 

as 
a a 
a a 

H 7* 

a a 

13* 6* 
27* 20 
61 42 
U* 0* 

as 

m% a* 

27* O 
28* 13* 
*% 26* 
18* 13* 
4 34 

a a 


i 'rf * *: tf' V J- f-j 


ft a 
a.s 

»* to* 

ft 3 H 

a a 

S3* 36* 

ft ft 

33* 21* 
41* 21* 

sus 

« 30* 
20* M% 
io* e* 
30} 23* 
n* aa* 


43124 14* 
U 148 
U 12 82 
2.733 730 
1-2 134 

x on 
U ( u 
6.8 1* 07 
88 10 26 
4412 038 
14 


S3: 

14* 14*- * 


114* 11**+ * 
276 273 +1* 


14* 15 

v is a - 

*14 14 - 

? M 5* 

S B1 i «$+ 

* 23* 23* + 


38 34* 

a a 

28* a* 
a* a* 
a* a* 
«* «* 
o* a 

27* 20* 


14 14 - * 

M* 14* 

SI* 02* + * 
23* 23* + * 
27 27*+ * 

ft * 

SS Si- s 


» - * 

:&v 


a* a 

s* a 
ssss 

a* a* 

a* ii* 

2th* ** 

6* 


SiothmanL 

The Original King Size 




22% 17* BaySG *1.20 Si) 10 NB a* US «*- * 

17 11* earn# Mb M 7 M 121 OS . 

32* 21* Boots o 64 «* « »* *$ »$♦ J4 

14 a* bnw 4io 04 s a a* a* »%+ % 
a* 14* Odd™ 400 14 tt WO a 17* 17*-* 

82 * a*Bocso 140 i J i4 as w n* »%- * 

36 a BoUdH 44 2210 2 2>* 26* a*- * 

114* 74*B40M 442 54171238 S3* a 83*+* 

IB* 13* BOOM j40 2414 61 14* M* 14*-* 


M* 14*- * 

a* 41*Bt4BO 248 49UHS 34* 54* S4*+ * 

41 25* BeioMt .44 1400 23 36* 35* M*- * 

87* at Bom* .79 14 17 91 30* 30* 30*- * 

50* 44*BooCp240 45 10 4S3 49% 48* 49* + * 

3* 1* 8ag«0 421 412 273 2* 2 2*+ * 

14* 11*BaortD 0420 44 24 12* 12* 12* 


0800 4800 BortHfe 


IB ZB0717B TIBS 7076 —76 


S is Beribz n.i2o JS B 10 »* a 

12 BoryP b49o 1722 81 18 16 IS 

11 8* BoriBr 27 94 M>% tt* 10*- * 

84* 15* BetHM 400 14 73483 »* TO* 20*+ * 

63* 4* BOS pi 3 ML 1 40 48 « + * 

a* 23* BnS [2H26D ML IfiB 24* 84* 24*+* 
10 3* Bowl* 8458 4* 4* A . 


»* 23*B»S[*H24D ML IfiB 24* 24% 34*+ * 

10 3* BOW* 8458 4* A A 

a* 9* Biocft 1 108 .718 77 13* 13* 13*- * 

29* 13 HrSfl J SO 24 9 064 30 W* «% + * 

a* M*Bl8(J« AO 22 8046 IB* IB 18*- * 

a* a*BWHCpi.04 1712 42 as* as* a* 

8* 8* 8*SW 108 12 877 0* ■* A 

11 B* BBtflT 45 87 *019 A 9* a* 

37* a*SKMfflia 34 18 667 38* 36* 35*- * 
21* l2*Bh*£» a 350 M* tt* tt* + % 

ra* 13*BluoAr 44o 13 13 Ml 14* M* 14* 

a* 0* BhMC&p J9e II. » 8* 6* 8* 

74* 43 Booing 8120 1604644 73* 72* 78%+% 

48 35*B0l8aC 148 34 8Sa 38* 37* 39* + 1* 

0* 4* BoflBor 45 4 18 0* 8* •* 

n •* Bond « 9* 8* •* 

1* * Bond M 2 * * * 


a* M BordCprtMo 81 B 28910* M* 10* 

» 9* BordCh 2.45 b 84. fl S3 M* tt* N*+ * 

a* a* Berdan 865 24 2532 33 % 32% S3 

to* to%BCott» to 82 » 15 17* IT 17*+ * 

22* 15* BoMEd 142 &> 884 18* 18% «*- * 

16* M BeoE pr1.4fl 04 8 14* 14* 14* 

34* a* Q mi 10 1-20 <4 7 112 27 28* 27 - * 

W% 7* find ItOo a 033 IT* M* 11*+ * 

31* 24* EtrtnSI 140 63 72 30* 30 a* 

a* 48*&My8a2.i2 34 m4ioira* ea* sa% + * 

a* 28* BrttAir 1430 41 S M 34% 34* 84* 

39* 27%8rtG«* 1440 12 10 94 38% 33% a*- * 

71 54* Brtffit 3480 4J II 2S00 «* 65% + * 

9 5%Brt*>«t » 7* 7* 7*-* 

24* M*Brtaai4M 84 S 126 23* 23* a*-* 
92* a* BrtfUi 1404 44 11 M 47* 47* 47*- * 

a* 6* Broodbi JO 2.1 11 223 8* 9* 9* + * 

a* 23* (PrtjOQ 144 1112 0 30% a* »*-* 

17* 11* BwnSh -32 ZI 16 72 TO* tt 15*+ * 


28* 21 * Buctaqw 240 87 I M ■* 28* 28*- * 


17* 18* Burton 1708 11. 0 18% tt* 10* 

16* t2 BMW 1720 Wit 29 12* tth t2* 

M* 12 BurfQo 7 15* 15* U*+ * 

a* a* 8 areob ijo Uttmosr* a* 37 *+ * 

0* 7*BdNopl4B 07 6 8* 3* 8*-* 

S* 38* BrlRM 440 140 0034 a* M a*- * 

21 N* bratv IJt 74 18 18 17* 17* 17* + * 

14* 8* BoklU 19 482 11* 11* 11*- * 

- C-C-C - 

40* 28*C8I to .« 14a 75 38* a* a*+ * 

221 170 C88 440 21 15 MB 175* 175* 175* + * 

a* io* ca* to a o% 13* n* 

* 5 CFhco 1 11 87 5* 6* 6*- * 

a* 48* CIGNA 344 84 71381 So* 0* 80% + * 

Ml 5* OGM 148 a 49B 6* 8 8*+ * 

as* is cml a a a* a a*+ * 

39* 24*048 EngTM 4 818033* X* 32* - * 
17 6* cats Eob S a 8* 8* 8* 

108* BBXCMAFn 8 278 74* 74 7A + 1 

12* M*CNAI 144 1L 8 17 11* 11* 11*- * 
74 SO* CMC 2 34 to 479 87* «* 87*+ * 

34* a* cpi m 14 to 1075 a* a a - * 

8* 7* CH ML40a 44 MB a* ■* A- * 


A 


25* 20* CTS JS 14 I 56 21* 21 21 - * 

18* 10* ax: W 406 M* to* to* 

ffl* 31* CHWrR.no 4 08 28* 20* M*+ * 

W* ■* Cbton n at to* n* H*+ * 

44* 31* Cabot 144 3.1 79 a a* to* 33*+ * 

17* 15* QMOG ■ 1 «* 18* to* 

0* 2D* Cum 11 799 22* a* 22*+ * 

28* 14* CoiFod 10 74 8 3a 18* to* to*- * 

4* 2* CoIHE 0> 18. 12 2* 2* 2* 

to* 12 * CaMfin 0 16 * 15* to*+ * 

a* 24*Ctomto 44 22 11 to a 28 a 

3* 9-16 Callon 788 11-19 9-10 9-M- * 

i* * cmpR g 4 n-to ivib ivw 

0* 31*Cwm>9> 1 24182 878 51 0* 0* 

24* » CdaPcg 42 MM 21* 21* 21*+ * 

8* 1* CaoiCa 0 2* 2* 2*+ * 


_ 2* 2*+ * 
5H 370 CaCte 40 4 to toS 60 813* BM -1 

64* a*CaMd14i 24 81219 45* 44* 4S* + t* 
0* 13* Capotd 2.« 18. 8 U 14* to* to*- * 

to* lIVCapM pTT0 73. » to* 12 12*+* 

10* 3* tear 28 3* 3* 3* 

44* a*Cwiwoi4D to 9 a a a a 
12* 6* Can** to 76 11* 11* to*- * 

4* 1* Carte M a a* 3* a*-* 

a* WhCmR 40 33113 4 to* 10* IB*- * 

0 33* CO rf*» 292 Bill 125 44* 44 44*+ * 

54* 44* CaiToo 240 44 to MB 0 0* 0*+ * 

5* 3* C artfnd .« 2-7 94 1 3* A 3* 

M* 0 COtota 0 7* 7* 7* 


it 


0 a* CanW 0 45 23 0 2274 S3* a 33* ♦ * 

21* to* Caoton 10 84101382 «* to 19 

41* 27* Canbn .0 1410 80 a* 87* 0*+ * 
0* 2** CaaBdW 2.78 72133101 38* 37* 38*+* 
to* 20*ConHM1JS 7410 0 22* 22* 22*+* 
24* 0* CaflPB 148 82 11 168 22 21* 21* 

a 31* CtoaS 244 74 TO 0 »* 33* »*+ * 

0* to* CaMPw 10 8.1 10 1W to* 19* to*+ * 

26* 19 CfeN> 11.19a 418 13 a* a* 22* 

a* slews 248 7411 a a a* a + * 

a* a*cmyn m 14M 87 28* a* 25 *+ * 

15* 8* CwnlU 1480 to 8 B 8* A A 

37* n* ampin 1.10 40 84170 27* 27* 27*+ * 

13* 7* CbpSd .0 1411 » 10 9* 9*-* 

6* 3*Cbw1C40o 13 78 80 4 3* J*- * 

44* 3B*Chooo 2X8 BO 8470 27* 27* 27* 

M 78 Cboopcra 84 8 81 79* 81 

a* 0 CboopO MJ0 ML 4 61* 81* 81*- * 
0* a Chao 0E442O 11. 241* 41* 41*+ * 

0* a*Chaa pfF4.il>* 11. a 37* 8A »*+ * 
25* 24* Ona p(Q242 ML 12 26* 25* 

a* 34 Cbaap«244 to. a* 2s* at* at* 

9$ 2* Chaoa a 72 4* 4* 4* 

a* a* Chaaad 108 84 12 to a* a* 30* 


a*Chaa pfFt.iOB 
24* Oaa 0*0242 
M Cbaa pM244 
2* Chaoa 
»* CM 108 


41* 2t ChmBnk 2.72 11. 303 24* at M* 

6 2* Cbfitt B JB 2B. 427 2* 2* 2* 

9* 7 CM pKJSOt 12. 177 7* 7* 7* 

47 * a*ci«bfl*t40a to a a* a* 37* + * 

«* a*CMhpM43a to 0 34* 34* 34*+ * 

a » cnacfcoa 11 . ms «* 24 * 
a* 13 * ChWata a .12 Jam a to* »*+ * 
a* i 7 *ch 0 k n as B 0 a* 2 D* 2 A 

73* 51* Chavrn 20 4292190 87* 0* 87* + * 

MB 04 C M — M 4319 3 MO* 140* 10*- * 

22* 0 Ch8a a Ota 1J 111 19* to* »*+ * 

34 * 23*cna»« 18 22 29* 20* 39* 

0 * 12*CMqula JO 1012 121a 29* 0* »*+ * 

9* 4* (MFaH 011 62 0 134 8* 9 « 

M* a*civM> urn &O 0 32 * » 1 * x*+ * 

TO* 7* Ovlotn 17 2 8* 8* 8*-* 

27* U*Chn0ria 7402812 17* 17* 17*- * 

102* 84 Chubb 244 20 to MBS 86* 88* 98*+ * 

4* 1* Chyrua 87 2 2 2 ♦ * 

a* a*akwp248 7.110 0 34 * a* a* 


16*0*98*120 7402812 17* 17* 17*- * 

84 Chubb 244 20 10 MBS 06* 06* 96*+ * 

1* Chyrua 67 2 2 2 ♦ * 

a*akwp 20 7.110 0 a* a* a* 

21* OonBI a .a 3417 40 25* 25* 28* 

24*cme 20 84 r 2 a a a* a 

S ana (4 4.78 90 20 48* 0* 0*-1 

CtnQ pi 90 90 30 84* 94* 94*- * 

U Ctain .72 34S 111 0* 18* M*— * 

6* ClnaOd .101 8* a* 8* 


99 88* CtnQ (4 90 90 30 94 
a* is cinin .72 34 a in a 
18* 6* ClnaOd . 1181 8 

to* 1* CtfcMC 10381 1 


27 to* OfCqr a 4B 4UIU0 34* a* 

57 M* Chau* a 0 51% 61* 81* + * 

a* 22* CMegrp 1.62 17 213718 24* a 3**-* 

a 81* Chcp ft 8a 90 14 0* 81% 62*+ * 

25* 23* Clfcp 90570 24 34 3% 23* 23*- * 

0 28* CizSCe 10 54 8 7978 0 77* 27%+ * 

44* 9* Clry9cj> 0 0* 0* 13* 

18* 6% Claim .18 0 0 391 0 TZ% 12% - * 

46* S(CWC tt ST 0* 45* 40*+ * 

10* 7* Ctayst 8 110 6% A 6*- * 

10* 7* damOto .toa 17 347 S* 9* 9*_- * 

a 25* CfeCK OO 24 6 298 33* 33* 33*+ * 

to* 31 *C tome IJ4 SO W 381 0 0* 0%- * 

24 17* C)ubMd JOm 14 13 17 22* 22* 22* 

11 8*008081.0 60 0 7* 7* 7*+ * 

20* 8* COWb 40 40 MM • d 8* A" * 

a* S*CoaaMa0 1417 130 31* 0* 0*+ * 


Itol 8* ■* 0* 

ioan i* d i* i*- * 


61* si* + * 


153482 S% S* 75%+ * 

a ran 18% to* IS* 

16 4« SB* 88* a*+ * 

1.1 0 261 to* 17% 16*- * 

178 A 9* A+ * 

6 128 9% 9* 9%+ * 

214 8% 6* 5*- * 

23 11* 11* 11*+* 
11 M4 8* 8* I* 

14 258 0% 0* 46*- * 
645 1* l 1*- * 


ii4* ioa csp pt oi&s it. m no* in* no* 

115* 1H CSP pr a1S45 14. 80 IN* 109* 110* 

34 21* CMH a 14 to 40 27* 27 * 27*-* 

0* 19* CmIMa JO. 45 9 21 21 a* 20*- * 


20 * a* cobkSv 40 bo ton 9 da* A- * 

a* "ir i‘ i tt 1417 13a 31* a* a*+ * 

121 104 Cad DM1.19 1.0 2 119 119 119 +1 

B1 0 Cocad 1.0 2.1 15 3482 75% 75* 75%+ * 

0* 0*CacaCE 48 40 708 18% to* IS* 

04% 0*cew> 10 30 16 40 (A 68* a*+ * 

a* IBSCoffda 49 1.1 0 281 18* 17% 18*- * 

to •* CoMa 44 SO 178 A 9* A+* 

12 9* Coffin a1.to IS. 8 10 9% 9* 9%+ * 

A A Coffid 1.0 19. 2M 8% A A- * 

12* 11*Cotlm nJBa 54 S 11* 11* 11*+* 
10* 8* Colton 42 84 11 144 8* «* 8* 

62* 33% CoiOaa 20 40 14 258 0% 0* 46*- * 

11* * CohanS 0 & 845 1* l 1*- * 

114% 10 CSP 9(0150 14. 00 1M»* 110* 1W* 

115* in CSP pr 01545 14. Z90 110* MS* 110* 

34 21*Com9a 0 14 10 too 27* 27 * 27*-* 

a* 19*CmHM JO. 45 9 21 21 a* ao%- * 

19* 7* Condo 34 20 8* •* 8*- * 

40* a*CBME 3 84 12 2057 34* 34 34*- * 

21* 1B*CtnEprl0 90 a 0 to* 0 + * 

a* tB*CnCpr 2 *8 9 20 * 0 * a*- * 

a 70 ewe tt &38 ia noo ea* es* 83* 

S* 25*0(6 et 207 ML 5 a* 27* 27*+ * 

39 0* Cores 232 74 9 6 87* 37 37 

1* 11-84 Cento 33 3-M 3-18 3-to 

0* 27* Comsal 10 44 10 180 32% S* 32*- * 

34 tt*CPa»c 480 IO >3 OB a* 37 22*+ * 

112* 68 Compaq 133470 97* 98* 96% -1% 

13 1* CmpCra S3 2% ■ 3 + * 

21* 10*CnwA» a 178907 M* 13% M*- * 

13* 4* CmpPei 91612 7 A A- * 

S* 43%CnoSc M 278 4A 46* «*+ * 

IS* 8* CmpTiK 45 4 13 10* 10* W*“ * 

to* A Cwmdc 1.05a 11. 947 9* A 9*+ * 

a* a* conAfl a 0 2.1 to 701 a* a a*-* 

18% M ComE 1143 7.413 0 M% to* to*- * 

19 15* CbrtnNQ 10 7411 33 17* 17 17*- * 

0 11* Cenaoea 0 0 4 82 28 * a* 0*- * 

29% a*CaBEda142 8411 932 B* 0* 28 *- * 


112* a Compaq 
13 1* OnpCra 

a* to*CmpAa a 
13* 4* CmpFei 


13* 8* CmpTA SB 4 13 to* 10* to*- * 

to* A Cmnadc i.05a it. 947 9* A 9* + * 

a* a* ConAfl a 0 2.1 to 70i a* a a*-* 

18% MI ComE8l0 7.413 s to* to* W*- * 
19 15* ConnN0 10 7411 38 17* 17 17*- * 

a 11* Canaan 0 0 4 82 28* S* 28*- * 

29% 22*CaaEda102 84 11 932 S* 28* 28 %- * 

b si cate gt s bo b a* a* a* 

a* i A Cnjf+i 10 ao am ts*<nA n + * 

«* 37% GonaHA 10 4.1*102 46* 0* 0* 

0% 32 ConraU 10 3.1 21 1*3 48* 44* 0 + * 

7* 1% CnSkw 713 2* 2* A 


1% 32 Comall 10 3.1 21 1183 «* 44* 0 + * 

t 1% CnSkw 713 3* 2* A 

a »* Conmr 0 22 12 Ml » S% S% 

87* 47*CBPpS40 70 2100 0* 0* «*+ * 

a* 75* GnP PIC7.72 04 220 85* *3% 85*- * 

N n GnPpKSUB 34 2109080 85 86 

3A 24* ConM al.10 U to 950 3A 27% 28* 

0* S*CnaCp 30 &711 341 S* S* »*+ * 

S* lACnOBK 1 BO 3 415 15% 15* 1A~ * 

s a* Grna pM a 27* a* a*- * 

1* 3-MafCIM I M M M 

84 19* OOala 2276 a* 19 0*+ \ 

8 4* CmwtM 64 9* S 6 - * 


a zz* a* a*- * 

8 5-M M2 W6 
2276 a* 19 a*+ % 
64 S* S 6 - * 


12* 11 (MMpi1.41a 12. 17 11* 11* 11*- * 

to* 9* to* B0 17% ir - * 
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Takeover stories keep Dow stable Region shudders as yen falls again 


WaB Street 


AFTER A futures-related surge 
on Tuesday, equities drifted 
lower yesterday morning but 
losses were limited by fresh 
takeover interest, writes Janet 
Bush m New York. At 1pm, the 
Dow Jones Industrial Average 
was quoted 3.16 lower at 
2,733.78 by midsession in mod- 
erate volume of 79m shares. 

On Tuesday: the Dow had 
closed 29.28 points higher at 
2,73694 with the bulk of that 
coming in the o™i hour 
of the session on programme 
stock index arbitrage trading. 
The market was relatively 
resilient given another sharp 
fall in Tokyo shares on the 
back of a weak yen. 

Market interest was aroused 
by news that American Gen- 
eral, the insurance holding 
company, had received a $50 a 
share offer in and shares 
from Torchmark, an Insurance 
and financial services com- 
pany. American General 
jumped $6 'A to $38% while 
Torchmark added $% to $48%. 

News of the American Gen- 
eral bid helped spark a rally in 
other insurance issues. Aetna 
Life & Casualty moved $% 


higher to $50, CIGNA added $% 
to $50% and General Re gained 
$% to $82%. 

Another focus for arbitra- 
geurs was the meeting of the 
UAL board yesterday which 
follows discussions with repre- 
sentatives of a union group 
which has offered roughly $185 
a share in cash and securities. 
UAL is repented to be seeking a 

ted of at least $200 a share. 
UAL fell $1% to $160%. 

The over-the-counter market 
came under pressure yester- 
day, partly because of news of 
the resignation from Fidelity 
Investments of Mr Peter 
Lynch, the star manager of its 
yishn Ma gellan Fund, to pur- 
sue personal Interests. Fears 
that his resignation may trig- 
ger redemptions from the fund 
provoked some inves t ors into 
taking p ro fi ts. 

The OTC market was also 
depressed by a disappointing 
earnings report from Oracle 
Systems which reported flat 
net income m its third quarter 
ended February 28 compared 
with 18 cents a share a year 
earlier. Oracle, a manufacturer 
of management software, fed 
$7% to $18. At uddsesslon, the 
Nasdaq Composite index of 
oveothe-countar stocks was 


quoted 3.74 points lower at 

435.78. 

Equities hardly reacted to 
yesterday's economic sews. 
Fourth quarter GNP was 
revised upwards slightly to a 
gain of LI per cent from 0J per 
cent previously reported. The 
components of the release 
suggested that consumer 
demand was stronger in the 
fourth quarter than had been 
thought and put some mUd 
pressure on the bond market 
yesterday. 

Among other featured Issues, 
Apple Bancorp surged $7 to 
$39%. Ur Stanley Stahl, a New 
York real estate investor with 
a 303 per cent stake In the 
company, launched a $38 a 
share offer for remaining 


to $8% after announcing a loss 
of 91 cents a share in its fourth 
quarter. The company also said 
that it had agreed to sell some 
film interests in Florida to sub- 
sidiaries of the Tbrek Organisa- 
tion, 


General Development added 
$% to $4%. The company said 
that it had received enquiries 
from several parties interested 
in making a takeover offer or a 
major investment in its 
operations. Avon Products lost 
S% to $33% after amwinmrtng 
that it was delaying the pro- 
posed sale of its Japanese sub- 
sidiary pending - possible 
changes in the terms of die 


Cjneptex Odeon slipped $% 


Lively Brussels brightens cautious month 

Turnover levels shrank in most European bourses in February, writes Simon Greaves 


T OKYO’S wobbly stock 
market and continuing 
concern over global 
interest rates last month have 
tempered the enthusiasm with 
which European stock markets 
started the decade. 

The Brussels bourse was the 
only European market to regis- 
ter an improvement in equities 
turnover during February. Vol- 
ume was propelled to BFr672 
- a solid improvement on Jan- 
uary's level - by the intense 
activity surrounding the take- 
over of Raffmerie Tirlemon- 
toise. the sugar refining and 
foods group, by Sudzucker of 
West Germany. 

Dillon Read, the investment 
bank, points out that Bel- 
gium’s monthly turnover was 
inflated by the matntien de 
eours operation of the Tirle- 
montoise deal, whereby the 
acquisition was carried out by 
share purchases in the market 
at a controlled price. 

This was responsible for the 
share topping the daily turn- 
over table on seven wwdnntt, 
including February 19 when 
2.45m shares w o rt h more dum 
BFr8bn riumg Hri hands — one 
of die largest daily turnovers 
of a stock ever seen on the 
bourse. 


EUROPEAN EQUITIES TURNOVER 
Monthly total hi loeal oaarrandos (bn) 
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announcement of moves 
tow a rds currency unification, 
people saw this as having infla- 
tionary tmpTtrettnTia, which 
Bwn hit the hwvl marten* imd 
mbweg nentiy brought equities 
down. 

“But there was no mass sell- 
ing, only an absence of buyers; 

»nH in tiw» apffwnd half of *ha 

month volume picked up 


Mr Luc V an den Brande of 
Fet e rfaroeck, a leading Brussels 
broker, says: “Leaving aside 
Raffinerie Tlrlemontoise, the 
level of activity was not much 
differe n t from that in an aver- 
age month last year, in spite of 
very volatile market move- 
ments.* 

The cou n try's underperform- 
ance has been accentuated by 
the perce i ved attractions of its 
neighbours, rather than Bel- 
gium’s lack of appeal How- 
ever, Investors selling Belgian 
shares to increase exposure to 
West Germany, and die sick- 
ness of the domestic band mar- 
ket, have not helped. 


West Germany's record- 
breaking run after the breach- 
ing of the Berlin Wall in 
November eventually lost some 
of its steam in February, but 
activity on the cou nt ry's eight 
bourses hwM up better thaw in 
other European markets. 

Mr Cornish of County 
NatWest WoodMac says: "Hie 
index level reached dizzy 
heights at the beginning erf 
February, by which time it was 
Up 34 per cent since the W all 
came down, with the extra for- 
eign intffr wit reflected, in ft* 
vary high volume. 

“At the beginning of Febru- 
ary, after Chancellor Kohl’s 


The remaining European 
bourses succumbed to i n te r est 

yH tP doom awd (jlnnwi, ftriHwg tn 

finH indep endent reasons to 
sustain January’s exceptional 
activity levels. 

F rance saw the level of 
trade see-saw on a dis- 
mal downw ard trend as 
Investors waited for interna- 
tional gfaiWMty to return and 
the Perrier contamination 
scare preoccupied investors. 
The Netherlands was subdued 
by a series of profits warnings 
from tending companies and 
disappointing results, particu- 
larly in the technology sector. 
The UK confirmed to suffer 

from high global nrt at 

and nervousness, with the 
effe c ts being felt most mark 
edly in the p roper ty , building 
and retail Sectors. " 


Classification changes to FT-Actuaries World Indices 


THE THIRD anniversary of the 
launch of the FT-Actuaries 
World Index was marked by a 
major review of the sector clas- 
sification of the constituents of 
the US index. As a result, the 
World Index Policy Committee 
has determined the following 
sector rhangps with effect from 
April 2 1990. Other world mar- 
kets will be reviewed, and the 
results will be published as 
and when the classification 
changes are agreed. 

Classification changes to 
existing US constituents: HF 
Ahmanson to and 

Other hunlnt; Allied Si giml to 
d iv ers if ied industrial (manufac- 
turing); A max to non-ferrous 
metals; American International 
Group to multiline insurance; 
Ametek to diversified indus- 
trial (manufacturing); AMP to 
electrical equipment; Autodesk 
Computers to computer soft- 
ware and services; Bausch & 
Lomb to health care; Baxter 
International to health care; 
AH Belo to publishing - news- 
papers; Bristol Myers Squibb to 
health care; Broad Inc. to 


insurance- life; Centerior 
Energy to electric utilities and 
water works; Clark Equipment 
to machinery - industrial/speci- 
ality; Continental Corp. to 
insurance-property and casu- 
alty; Cooper Industries to elec- 
trical equipment; Crown Cork 
& Seal to fabricated metal 
products; Dayton-Hodson to 
retail - department store; Ech- 
lln Inc to auto parts - after 
market; Ecolab to divers cod- 
sumer goods/services; EG&G to 
instrument /control equipment; 
Engelhard to chemicals (diver- 
sified); FMC Corp to diversified 
industrial (manufacturing); 
Fund American (formerly Fire- 
man's Fund) to insurance-prop- 
erty and casualty; Foster- 
Wheeler to diversified indus- 
trial (manufacturing); Golden 
West Financial to commercial 
and other banks; Great West- 
ern Financial to commercial 
and other banks; Homestake 
Mining to predous metals an| ^ 
minerals; I1H nods Tool Works 
to diversified industrial (manu- 
facturing); Ingeraol l Ra nd to 
machinery (diversified); Inter* 


lake to machinery (diversified); 
IP Timberiand to forestry prod- 
uct s; Johnson Controls to 
d? i wmifM Ind ustrial (manufac- 
turing); Lencadla National to 
diversified holding companies; 
Maxus Energy to ml - interna- 
tional; Medtronic to health 
care; MeMBe Corp. to retail - 
miscellaneous/speciality; 
Nashua Corp.to office equip- 
ment; National Intergroup to 
wholesale - nondurables; NL 
Industries to ch emica ls, fibres, 
p aints , ga ses ; Norton to diver- 
sified industrial (manufactur- 
ing): Pacific En t erprises to nat- 
ural gas utilities; Fall Cozp. to 
machinery - industxial/Spedal- 
ity; PNC Financial to commer- 
cial and other banks; PPG 
Industries to chemicals (diver- 
sified); JC Penney to retail - 
general merchandise; Premia: 
Industrial to wholesale - dura- 
bles; Raychem to electrical 
equ ipment . Reebok Inti to foot- 
wear; Ryder System to rail and 
road transport; Southern Com- 
pany to electric utilities and 
water works; Super Valu 
Stores to w h ol e sale - ncndnra- 


Ues; Syntex to drugs; TJX to 
retail - miscellaneous/special- 
ity; Teledyne to diversified 
industrial (manufacturing); 
Tyco Laboratories to diversi- 
fied industrial (manufactur- 
ing); USF&G Corp. to Insur- 
ance-property & casualty; 
Warner Lambert to health 
care; Whitman to food proces- 
sors; Williams Companies to 
natural gas utilities. 

Classification changes to 
other existing constituents: 
Degnssa to precious metals and 
minerals; Deutsche Babcock to 
engineering services; DLW to 
building wteri 11 ' 11 ; Lahmeyer 
to to electric utilities and 
water works; Ylag to non-fer- 
rous metals <aD West Ger- 
many). 

Deleti on s: Giant Resources, 
(Australia); DrSgerwedc, Hapag 
Lloyd (West Germany); Hong 
Leong Finance (Malaysia); 
Mine Safety, Scripps Howard, 
Voraado (all US). 

Country changes: Malayan 
Breweries to Si 
Leong Credit to 
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Latest prices were unavailable tor this edition. Canadian and US price* taken at 330 (focal Qme). 


Tokyo 


IiSTLESS trading left Toronto 
stocks steady at the opening 
yesterday, with little activity 
in a ny s ector other than golds, 
which continued to recover. 
The composite index rose 02 to 
3,678.7 on volume of fen shares. 
Dechnes ted advances by 132 to 
110. 

A rise in London bullion 
prices boosted gold shares, 
with Placer Dome up C$% at 
C$20%, Sodete Louvem adding 
C$% to C$6 % and Giant Bay 
fld gto g up 8 rental to 96 ren ts, 

SOUTH AFRICA 

GOLD SHARES firmed In 
Johannesburg on signs of a 
bullion price recovery. The 
JSE Gold Index rose 57 to 
1375 and Vaal Reeft was up 
S6 at B393. De Beers added 
R3.75 to R86 on forecasts of 
good sates figures. 


SENTIMENT turned sour yes- 
terday, aa accelerated weak- 
ness tn the yen triggered a 
sharp fell In bonds and the 
equity market, writes l&driyo 
Nakamota in Tokyo. • 

The yen's fall unnerved 
investors and the Nikkei index 
lost more than 460 points after 
only 15 wrinnta$ of trading. 

-U moved.from a high of 
31,799.61 to a low Of 31,107-21 
before doting with a loss of 
56239 at 3L26337. Declines out- 
paced advances by 590 to 331 
with 145 unchanged. Turnover 
fell to 627m shares from the 
680m traded on Tuesday. The 
Topix today of all lifted stocks 
was 3223 lower at 230636 and. 
In London, the LSE/NIkkei 50 
totter feU 225 to 1471534. 

-•Thp iiutrku* 

Japan’s big four securities 
houses would engineer a recov- 
ery before the new business 
year in April following the 
Ministry of finance’s decision 
to relax its guidelines regula- 
ting the amount of trading that 


the houses have been allowed 
in. any single' 

The market's recovery ear- 
lier in toe week was partially 
attributed to tie major Japa- 
nese brokers. They were 
reported to be buying on toe 
futures market, to broaden toe 
gap between the futures Index 
and the cash Index - and 
thereby trigger foreign arbi- 
trage buying on toe cash mar- 
ket to support price rises there. 
■ But yesterday's fall showed 
tint these steps had a Pmitefl 
effect. Institutional investors, 
who had been buying to show 
better figures at the end of the 
business year, were not expec- 
ted to be reliable buyers when 
the new year began in April, 

Mr llgaami ntwnw at TIBS 

Phillips and Drew. 

The dollar's strength helped 
export stocks yesterday, and 
Hgtetechnatagy stocks in' par 1 
ticular. Buying concentrated 
on Issues thought to be likely 
targets of official intervention. 

Among these, Hitachi, top cm 
the volumes list with 46.1m 
shares, rose Y5D to YLflOQ. NEC 
was also actively traded and 


climbed Y150 to Y2.150. 
Fujitsu, the electronics group, 
increased YlflO to Y1,56Q. 

Sato Kogyo, the medium- 
sized construction company 
which is viewed as a benefi- 
ciary of increased public spend- 
ing on Infrastructure, was sec- 
ond in volume with 21.1m 
shares and rose Y3Q to Y2350. 

In n* mfrg, strength in export 
stocks was countered by weak- 
ness In trig domestic issues. 
The OSE average closed with a 
minimal gain Of 6.06 to 
33,415.15. Turnover rose to 
9L7m shares from 753m. 

Roundup 

TOKYO'S relapse unsettled 
Pacific Basin markets, where 
liquidity dwindled towards the 
end of the quarter. 

HONG KONG fell below the 
important 3,000 barrier on a 
te c* of follow-through buying. 
The Hang Seng index fell 20.15 
to 2,990.70 on turnover of 
HK$1.46bn after Tuesday's 
HK$L67bn. Companies due to 
report 1989 figures were not 
expected to lift the market as 


much as the Jardine Matoeson 
group recently. Jardine Maths- 
son, toe most active stock, fell 
10 cents to HKJ2730. 

SINGAPORE sold property 
stocks on news that United 
Industrial Corp, the develop- . - 
ers. was contesting a S$i03m r, 
tax claim cm the safe of a sub- # - 
si diary. Investors were con- \ < 
cerned about the tax implies- * 
tions for other groups if United 
Industrial had to pay up.The 
Straits Times index fell 136 to 
1,605.16 on turnover of 823m 
shares after Tuesday's 993m. 

AUSTRALIA traded quietly . 
in a very narrow range, as 
investors waited to see who 
had won the national election 
and what Tokyo would do 
next The All Ordinaries index 
lost just 0.6 to 1,557.9 and torn- 
over fell to 74m shares valued 

at AJ157m. 

NEW ZEALAND saw funds " ; 
flow out before the March 31 ' « 
closing date for many invest- ^ 
ment institutions. The Bar- 
clays index rose 7.69 to 1,75931 
SEOUL fell for the seventh day 
in a row on continued concerns 
about the economy. 
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Bourses retain selective investment policy 


THE CONTINENT saw a show 
Of gwwtte him! minif y yeStBrtlay, 
with selective inves tment pol- 
icy still to the fore, writes Our 
Markets Stuff- 

FRANKFURT improved after 
early losses, the FAZ index eas- 

tup a BO to 81136 hi wddaftaainw 
before a 332 rise to m in 
tire pat at close. Volume 
fell from DMBbu to DM72hn. 

Selective buying fa vo ur ed a 
handf ul of stocks, as 
Varta, the battery maker; 
Unde (fork lifts, aircraft kitch- 
ens, environmental engineer- 
ing) unil Win te f tha computer 

group. 

—-Varta. Hanover-based., rose 
DMWto DM435 raitapraxiin- 
ity to the East German frontier 
and its status ss a 
supplier to eastern Europe; 

TiwA» | as jiilmw in Bng i nflorinp 
as Daimler is in motors, doeed 
DM21 higher at DM979 on east- 
ern promise and on its cur- 
rently high growth rate; 
Nlxdorf gained DM20.70 to 
DM336 on further speculation 
about the price Siemens might 
pay to gain control. 

Among front-line bine chi ps, 
strong buying demand for 
Deutsche Bank before today's 


g mn p results, good 1999 
earnings from BASF s u pported 
improving sentiment as the 
day programed. 

PARIS eased in tidn trading - 
as the CAC 40 index tost&£3to 
133933. Volume in Paribas, 
down FFr22 at FFr672, declined 
to Z12300 shares after recently 
hectic trading; its board meet- 
ing is doe to take place today. 

Valeo, tiie car parts manu- 
facturer, gained FFrll to 
FFr679 on Tuesday's 15 per 

rent Hop In pr nltta, end fafargR 

Coimee. tha cement producer, 
rose FFr6.10 to FFr352 after its 
higher-than-expected 16 per 
cent profits advance. . PoUet, . in 
building materials, fell FFr24 
to FFr531 on a 5 per cent earn- 
ings rise and BSN, the foods 
gro u p, eased FFr2 to FFr755 
after Tuesday's news of a 23 
per rp n> profits gain. 

Chib Meditenanfe lost FFr14 
to FFr644; the hotel group said 
th«t it was seeking to renew 
ami extend a shareholders* 
pact, whereby core sharehold- 
ers nffpT- rerh other first right 
of refusal if. they wish to sell 
their stakes. 

MILAN saw stocks con- 
trolled by Mr Carlo de Bene- 


detti rise following his victory 
over Mr S&vio Berlusconi for 
control of Mondsdori, Italy’s 
biggest publisher. Cir added 
L65 to L4360 and Otivetti rose 
127 to L6JB7. 

The recent buyer of stock in 
Latina, the insurer, was identi- 
fied as financier Mr Ftonceaco 
Micheli who has built up a 
stake of 8 per cent via his bedd- 
ing company Flnarte. Latina 
rose L130 to L15.830 while 
Flnarte jumped L42 to L7.0Q2. 

TUn«Wnn l Hu> Bmhton hmwM> [ 

eased L32 to L&169 after an 11 
per cent drop in earnings. 
News that Montedison had' 

gatnwH rffa’Hw rentunl of Bin. 

Mwit reTw* too late to afect 
pri ces. The Comil twhr wnfwi 
0.43 to 67438. 

AMSTERDAM was lifted by 
demand for NMB Postbank, 
which rose FI 13 to FI 51.40, 
and for insurers. But Amro and 
ABN slipped as the market 

Weighed Up the hwpHreHftrua of 

their merger. The CBS ten- 
dency index row 03 to 11GL Bis- 
cuit manufacturer Verkade 
was sus p e n ded after dosing at 
FI 276 an Tuesday before news 
that United Biscuits of the UK 
was making a friendly fed for 


it at FI 400 a share. 

ZURICH beard that the 
authorities intended to main- 
tain a restrictive monetary pol- 
icy, fretted over high interest 
rates and failed to respond tf* 
the encouraging corporate 
news which has been a feature 
of this year. The Credit Suisse 
index edged up by 23 to 5819 
from 582.0 in moderate trading; 
rights issues totalling over 
SFrSbn this year were said to 
be depressing the market 

BRUSSELS was enlivened by 
rises in insurance stocks, with 
Groupe AG advancing BFE750 
to BFr 11,850 and Royafe Beige 
gaining . BFr200 . to _BErS£S0 -on 
speculation about a co-opera- 
tion pact and optimism about 
their earnings. The cash mar- 
ket index rose 1066 to 646010. 

STOCKHOLM was 
unchanged before a round of 
wage discussions. Volvo free B 
shares lost SKrl to SKr367; the 
company announced further 
car production cuts as a result 
of declining sales. The AfSrs- 
variden General index was flat 
at 1449.2. 

MADRID saw a further 
itarUnfl in hanira . and the gen- 
eral index slipped 035 to 257.78. 


u \ am pleased to report interim profits 
of £24-lm before tax on a record turnover 
of £276.9m. 

Your Board have declared an unchanged 
dividend of 3.21p per shared 

(Extnux from Chairmans statement) 


UNITED KINGDOM 

Barra tt UK subsidiaries operated in difficult 
market conditions created by high interest rates. 

Housing completions declined 17% to 
2,686 and operating profits, aggravated by 
higher selling costs, were down by 9.3%. 
Nevertheless encouraging results in many areas 
increased turnover by almost 7% to a record 
£220. 2m. 

The company has repositioned itself in die 
leisure property market in order to improve its 
performance in this sector. 

The Contracting Division has recently 
won major contracts and continues to perform 
satisfactorily. 

Disposals from the Commercial Property 
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portfolio contributed £900,000 pre-tax profits 
compared to£4m. last year. 

USA 

Homebuilding operations in California 
contributed a record £9. 7m. to Group operating 
profits — 24% up on same period last year. 
Housing completions and budgeted profits from 
land developments were on programme. 
EUROPE 

Housing operations in the South of France 
continue to progress. Banner's first joint venture 
is underway at Antibes and a further four sites 
have been purchased. 

We are confident of the future and wifi 
continue to examine opportunities, both at home 
and abroad, to further expand our activity. 

JohnS. R. Swanson 
Chairman 



BA R RATT 

THE H O U|S E BUILDER 


The feurwfiw the rear toWth June 1989 arc an extract fejro Ac full acownufar Au year which have been 6M»1A (hefeegbtrar nfGmjpanlca 
anj un which Ac audium have an unqualified opinion) Fbr a copy of the fell Interim StBKofcnt p leaf: «rritc i* The Company Secretary, 
Barrarr Developments PLC, Winywe House, fomehwd Rood, Newcaatlc-^oD-lync NES 3DP. ' 
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The electricity 


Industry is entering 
an exciting perio d of. 
change, particularly 
in the UK where 
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privatisation looms, Underpinning 
the changes are environmental 
issues and the uncertain future of 
the world economy and energy- 
prices, David Thomas investigates 

Battered by 
green issues 
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□ Editorial production: Phillip HaJllday 


THE ELECTRICITY supply 
Industry is in a state of flux In 
many parts of tiia world. 

Battered by a renewed wave 
of environmental pressures, 
the industry Is having to accel- 
erate the Introduction of 
cleaner types of generation, 
i This could entail large Invest- 
ments just when prospects for 
the world economy - and fix 
the prices of competing fuels — 
seem at their most uncertain 
far several years. 

Some countries are com- 
pounding the rmnerfafritraa by 
reorganising their industries. 
Nowhere is this more true than 
in Britain, where the industry 
is on the 'p oint of fwinwiiwirti . 
ing its most thoroughgoing 
restructuring in 40 years. 

Few countries have ever 
attempted an industrial reor- 
ganisation cm the scale of the 
privatisation of elec tr ic i ty sup- 
ply in England . Wales and 
Scotland. The restruct urin g of 
telecommunications in the US 
following the break-up of the 
Bell system is one of the few 
examples that could rival it 
The sale of tranches in Nippon 
Telegraph & Telephone is prob- 
ably the only privatisation 
which dwarves it in value. 

Nineteen new electricity 
companies are due to rise from 


the ashes of Britain's national- 
ised electricity system. Seven- 
teen of these will be sold - 
Nuclear Electric and Scottish 
Nudear will remain in the pub- 
lic sector - in three separate 
bursts. The ■»!* is expected to ' 
begin in November irith tbe- 
flotation of the 12 area supply 
companies in England and 
Wales. It is not due to be com- 
pleted until the early summer 
of 1991. when the two Scottish 
electricity companies, Scottish 
Power and Scottish Hydra- 
Electric, will be sold. 

For much of last year, it 
looked as though electricity 
privatisation was destined to 
remain a pdpedream. The Brit- 
ish Government' was con- 
fronted with mounting evi- 
dence that the industry would 
be unsaleable as long as 
nuclear power stations were 
included in the privatisation 
package; The true costs of 
nuclear power - particularly 
estimates of thft costs of deal- 
ing with nuclear waste - had 
been hidden thtmlra to wishful 
♦htnirfwg at the Central Elec- 
tricity Generating Board and 
ineffectual scrutiny by the 
Department of Energy. 1 

The CEGB’s coatings of 
nuclear power — which had 
been treated as authoritative 
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The Electricity Industry 


by successive public inquiries 
into plans for -new nuclear sta- 
tions - fell apart when sub- . 
jected to the rigorous examina- 
tion needed , to prepare for 

p riwti mtiiw 'By tge middle of 

1969, the GEGB was privately 
warning the Department of 
B i i w r p fhnt im to £13bn mi ght 
be needed taking-term provi- 
sions to. deal with nudear 
waste. A year earlier, in the 
CEGB’s 1987-88 accounts, the 
figure had been put at £3J2bn. 

The ap po in tme n t of Mr John 

Wakeham as Energy Secretary 
in July 1988 did much to 
restore the momentum of the 
privatisation process. He toed; 
the decision needed to pat the 
show back on the rails by. 
aim mincing that all the 
nuclear stations would remain 
in the public sector. He has 
been assiduous in forcing 
through a string of subsidiary 
detitiami needed to cr eate the 
electricity market forthe 


post-privatisation industry. 

■ Thin marfcrf pnnvw Iwtn uric . 

trace in England and Wales 
after March 31, the industry’s 
"vesting day.” R is underpin- 
ned by an industry structure of 
byzazmne complexity - justi- 
fied as necessary for the condi- 
tions which will allow maxi- 
mum competition in the 
electricity market 
Distinct limits have been 
placed on competition in the 
initial years of privatisation. 
The most obvious constraint is 
the coal contract which 
National Power and PowerGen, 
the two new generators in 
En gland and Wales, were 
forced to sign with British 
Coal. The supply agreement 
lasts for three years, postpon- 
ing the need for a politically 
delicate restructuring of the 
British coal industry until 
after the next g en eral ejection. 
It obliges tiie generators to buy 
the bulk of their supplies at 


prices above those on the 
worid market, severely limit- 
ing their ability to cut costs 
dining their first three years in 
the private sector. 

A series of brakes on compe- 
tition have been written into 
legislation anil regulations 
governing the privatised mar- 
ket The vast majority of elec- 
tricity oansumsn - those with 
maximum demand of less than 
lOOkW - will have to wait 
until 1998 before they will be 
free to zeceive fbrir electricity 
from any supplier. . Supply 
restrictions will not be lifted 
on most small businesses - 
those with demand of between 
lOOkW and 1MW - until 1994. 

The Government defends 
these and other restrictions as 
transitional arrangements 
needed to smooth the introduc- 
tion of the privatised, competi- 
tive market. The burst of activ- 
ity by. the generators and the 
area supply companies to sign 


contracts with large industrial 
usees in the run-up to vesting 
day provides some evidence of 
the competitive juices which 
the Government is trying to 
encoursce. So does w* emer- 
gence of independent genera- 
tors — some in conjunc- 
tion with existing players. 

.Professor Stephen Little- 
child, the industry’s regulator, 
knows of 20 power station pro- 
jects befog considered by inde- 
pendent generators. Some of 
these involve new entrants 
into the English market This 
mrnifh ft r r example, CD Power, 
which operates in Canada, and 
Hydro Electric of Scotland said 
they were joining a consortium 
planning to buOd a L000MW 
plant at Balking Reach on the 
Thames in London. 

Seventeen of these 20 propos- 
als are for gas-tired power sta- 
tions, part of a trend in many 
ind n a t riaitiwd countries which 
could result in gas moving cen- 


tre stage as a ftiel for electric- 
ity generation in the 1990s. 
Prodded by plentiful discov- 
eries of cheap natural gas, 
many Governments have 
stoDced regarding pa s as a ure- 
mium fuel too valuable to use 
in power generation. 

In 1987, for example, the US 
amended its Power Plant and 
Industrial Fuel Use Act to 
allow electricity utilities to 
burn natural gas, provided 
gas-fired stations were built 
with the capability to convert 
to coal. 

A factor prompting the 
search for alternative power 
fuels Is the continu- 
question marie over nuclear 
power. Japan’s ambitious 
nuclear power programme Is 
befog hampered by a belated 
rise ul unclear activism. 

Even France, where public 
opinion is still overwhelmingly 
behind the switch to nuclear, 
has heard dissenting noises. 
An official report - drafted 
under the direction of Mr Phi- 
lippe Rouvillols, head of the 
French atomic energy commis- 
sion - released earlier this 
month blames Electricity de 
France fix overinvestment in 
nudear power capacity and 
calls for urgent solutions to the 
unresolved problems of nuclear 
waste disposal. 

Coal as a fuel for power gen- 
eration has come under intense 
environmental scrutiny. Coal 
bunting Is one of the main 
causes of carbon dioxide emis- 
sions, the main greenhouse 
gas. Support ibr swingeing car- 
bon taxes Is rising in many 
Industrialised countries and 
environmentalists are demand- 
ing a switch away from coal as 
a power generating fuel. Sev- 
eral countries, including the 
US, are pressing ahead with 
tougher legislation on emis- 
sions from power stations. Per- 
haps the only consolation fix 
the coal and electricity supply 
industries is that there is little 
sign of agreement on radical 
action in the Intergmnarnmeifri 


tal Panel on Climate Change, 
the main forum for discussions 
on global wanning. 

Nowhere is there a more 
pressing need to reduce pollu- 
tion from coal-fired stations 
than in the newly liberalised 
eastern European countries. 
Many western countries are 
thinking about opportunities 
to the Eastern bloc’s electricity 
sector, with West German com- 
panies particularly active. 

Meanwhile, the electricity 
Industry Is picking up the 
pieces of the add rain contro- 
versy. This emerged as one erf 
the main hurdles in the discus- 
sions over the generators’ capi- 
tal structures which have pre- 
ceded the privatisation of the 
industry in England and 
Wales. The British Govern- 
ment and the generators are 
re tr e atin g from their commit- 
ment to the European Commis- 
sion to put sulphur-scrubbing 
flue gas desulphurisation 
(FGD) equipment on 12.000MW 
of coal-fired plant in En gland 
and Wales at a cost of about 
£2bn. Definite plans have been 
announced for FGD plant only 
fix the new 4JJ0QMW Drax star 
tion in North Yorkshire. 

The Government is worried 
that privatisation proceeds 
would be severely reduced if 
the full FGD commitment were 
repeated in the prospectuses of 
National Power and PowerGen. 
It is arguing that arid rain 
commitments to the EC can be 
delivered by a package of mea- 
sures - a limited FGD pro- 
gramme, imports of low sul- 
phur foreign coal and more 
gas-fired stations. 

PowerGen believes that the 
British sector of the North Sea 
can supply enough gas for 
12£OOMW of gas-fired stations 
over the next decade. Mr John 
Baker, National Power’s nhlef 
executive, expects that gas sta- 
tions will constitute the over- 
whelming bulk of new power 
generation investment in 
England and Wales in the 
1990s. 
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Ftar more than fifty years the role of the National Grid has 

VVJ 

been to transport electricity from the power stations ^ 
which generate it to those who then distribute it to ^ 
individual households and businesses. 

A role as complex as it is vital. 

An important part of our Job, fix example, is to estimate 
bow much power England and Wales will need and when, day by 
day, hour by hour and even minute by minnte. 

The variables that most be' taken Into a c c o unt in making such 
estimates range from the weather to the economy. 



The fact t h at The National Grid seldom makes headlines is, we think, 
s testimony to the way we go about our business. 

# With the restructuring of the elec tri c ity supply industry, 
v The National Grid Company pic Is being established 
as the subsidiary of the The National Grid Holding 
pic, which in turn wOl be owned by the twelve electricity 
distribution companies of England and Wales. 

But the essential nature of oar rule will remain the same: 
providing the means for generators to transmit power throughout 
England and Wales. 
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David Thomas looks at the prospects for National Power 


The implications of privatisation in the UK 




A privatised Goliath emerges Confusion for equipment makers 


IP thjsk e to to be a Goliath In 
toe privatised electricity indus- 
try, then National Power will 
fiQ that Blot. 

National Power is the largest 
of the three generators which 
win take the place of the Cen- 
tral Electricity Generating 
Board. It accounts for more 
than half the generating capac- 
ity in En gland and Wales. It 
will be imcumfortably bigger 
than its smaller rivals - Pow- 
etGen, also destined for the 
private sector, and Nuclear 
Electric, which will remain in 
the public sector to run the 
nuclear power stations. 

Size an its own does not nec- 
essarily equate with strength. 
It h »g become a among 
observers of the industry to 
say that PowerGen has shown 
itself to be swifter of foot in 
the run-up to privatisation, 
although there Is little bard 
evidence for this view other 
than PowerGen’s coup in dos- 
ing a supply contract last year 
with the new Toyota car fac- 
tory in Derbyshire. 

Mr John Baker, National 
Power's articulate and combat 
ive chief executive, argues that 
the generator has worked out a 
coherent strategy for the pri- 
vate sector. Fundamental to 
this strateg y is hia view of the 
nature of the competition 
winch National Power faces. 

Mr Baker points out that 
electricity is hkely to have the 
characteristics of a typical 
commodity market. This 
Tnpimi that there will be Hvw - 
ited scope for price competition 
between National Power and 
PowerGen, especially since 
they will be inheriting power 
stations with broadly similar 
cost structures. 

He makes the parallel with 
the petrol market, where there 
is little price differentiation 
between the products of the 
various oB companies. But this 
don not signify alack of can- 
petition. “The competition 
expresses itself by pr essu re to 
be the least cast producer,'' Mi- 
Baker argues. 

National Power has devised 
a twin-track strategy 
■ Cost cutting; changing the 
mix of National Power’s fuel 
burn offers the most promising 
avenue fra- cost nfayy 

fuel am tributes about *70 per 
cent of its costs. 

It is laying plans to cut its 
dependence on relatively hi gh 
cost supplies from British CoaL 
It has launched feasibility 


studies of emanfflug coal han- 
dling facStiesat Milford 
Haven and m Reside, which 
could give it the potential to 
impost 10m tonnes of coal a 


National Bower Is In the van- 
guard of the move to build 
combined cycle gas turbine 
(CCGT) power stations, which 
are seen as more flexible and 
less risky investments than 

lam coal-flred ri tewfaL 

a has appHed totaOd CCGT 
plants at KlUingholine in 
Srtnth Humberside and TJtflp 
Barford on the Bedfordshire- 
Cambridgeshire border. It Is 
studying the suitability of 
three sites far CCGT stations: 
West Burton and Staythocpe in 
Nottinghamshire Padmam 
tn Lancashire. 

The company envisages a 
continuing attrition in its 
workforce, standing at about 
17,000 people and accounting 
for about 10 pear cent at costs. 
But it stresses it has no plans 
for compulsory redundancies 
and intends to manage job 
losses by agreement with 
unions. 

■ Private sector culture: Mr 
Baker, who joined the CEGBin 
1079 after the civil service, 
reels off a string of ways In 
which National Power is pre- 
paring for Hw more bracing cli- 
mate of the pri vate sector. 

Two executives were 
brought in from the private 
sector last year to occupy posi- 
tions on National Power’s 
board: Mr Brian Birkenhead, 
finance director, previously 
with Johnson Mattbey, the pre- 
cious group, and Iff 

Colin Webster, commercial 
director, previously with BP. 

National Power has tried to 
reduce bureaucracy by cutting 
out the regional tier of man- 
agement. Its 38 power station 
managers report to a board 
member. Units such as the 
power stations have been des- 
ignated as profit centres, until 
recently they were coat cen- 
tres. 

The company has set up a 
Gbetrong sales and marketing 
team fo am scr a tc h . Its senior 
managers have been put onto 
performance-related pay and 
plana tn arfamii thaw* fcwyntiw 

payments knraf down the scale 
after flotation. 

"ft is not n ec e ssa ri ly a goes- 
tion of having to bludgeon a 
reluctant workforce into recog- 
nising the benefits of all this,* 
Mr Baker insists. 


It will probably be sometime 
after privatisation before the 
outside world win be able to 
judge whether Mr Baker’s opti- 
mism is justified. His plans to 
cut fiad costs are costttndned 
by the three-year supply con- 
tract which the generators 
signed with British Goal at the 
Government's Insistence. 

gome farmw riMB emnlov- 
ees believe that it will take 
Tiyyyp tHim good intentions to 


diimw » tins- bureaucratic, anti- 
market culture which National 
Power is inheriting. « 
Scepticism abounds as to 
whether a natural centraliser 
fflw Mr Baker will find it easy 
to delegate commercial deci- 
sions. If the sceptics are right. 
National Power could be hi fear 
the painful transition into the 
private sector which compa- 
nies such as British Telecom 
have experienced. 


PRIVATISATION of electricity 
supply in the OK has thrown 
the domestic market for power 
station eq uip me n t into confu- 
sion and has accelerated its 
Au gmentation. 

Three coal-fired stations, 
which all the main UK equip- 
ment makers were counting on 
after a dearth of domestic 
orders and two of the expected 
three nuclear stations were 
scrapped during 1968 and 1989. 


On top of tint, foreign com- 
petition arrived. Siemens of 
west -Germany took the first 
large non-nuclear, power sta- 
tion order in Britain for a 
decade - the 900MW gas tur- 
bine-powered station aft KB- 
Bnghohne, 

An important factor has 
been the growing importance 
in the market for gas turbine 
combined , cyde ana camhhied 
beat and power stations. This 
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is work that win go to every- 
one but could prove an addi- 
tional fillip to non-British 
equipment makers and to 
smaller British suppliers such 
as John Brown and Hawker 
Stiddeley. 

For GEC Alstbom and North- 
era Engineering Industries, the 
two mftin British multi-product 
equipment makers and Bab- 
cock, the boiler and environ- 
mental equipment manufac- 
turer, it has been an 
exceptionally ittfWq# time. 

•There is no doubt that the 
csnceBstkaz of the three coal- 
fired stations and the two 
nuclear ones wan cert ainly the 
biggest single setback m the 
last decade,” says Sir Robert 
Davidson, GEC Alatbom’s dep- 
uty rlwtrmsn and joint chief 

executive. 

"ft now looks as If there wm 
be no large equipment ordered 
in Britain before tbe year 2000, 
apart from SizeweQB. There is 
too much factory in 

Hrifarftt at flw moment” 

Such a view is echoed by Mr 
Terry Harrison, chairman of 
NBl which is now a subsidiary 
company within Rolls-Royce, 
the aeroengine maker. 

"ft la all very sad because 
foe Whole debate, the public 
posturing, ami the p oint scor- 
ing bsve not done anyone or 
the industry any good at aB,” 
Mr Harrison told a meeting of 

rtf QSO- 

fa w t i>riwH«wi mu? Allies Manu- 
facturers’ Associations last 

mnwHi. 

“Wbather you are a consul- 
tant, supplier, contractor, gen- 
erator or distributor it has to 
be In all our interests to see an 
end to the present uncertainty 
as quickly as possible.” 

Demand for transformers 


turbine ™i*»» required are rela- 
tively small and simply do not 
need the manufacturing space 
absorbed by large steam-pow- 
ered equipment 
The two main British manu- 
facturers hare been reposition- 
ing themselves within the 
■newly emerging indu stria l 
ownership structure in world 
electrical engineering: 

NEi <£xaT^ under the 
KoHa-Royce umbrella in April 
last year and, at the end of 
1968, CEO’s heavy e n gine e ri ng 
business was merged with 
Alsthom tit France in a 50-50 
j oint venture between GEC and 
CGE, Alsthcm’s former parent 
» jkt had dea ls with Mitsubi- 
shi in marketing and technol- 
ogy on the Japanese company’s 
gas turbines and medium- 
range switch gear. Late last 
year, it put its gas turbine mar- 
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Sir Robert Davidson: 
too much factory capacity 


K looks as Iff there win 
be no large equipment 
ordered In the UK 
before the year 2000 






and switchgear remains quite 
healthy. The *mrfn over-capac- 
ity is in steam turbines and 
generators. 

ft will almost certainly lead 
to some factory rationalisation 
in the UK. 

The net t ing qp of PowerGen 
and National Power will accel- 
erate the move towards gas 
turbines. But even for Mg gas 
tnztafne stations of SfiOMWs, tbe 


keting and engineering for the 
British market into a joint ven- 
ture with Asea Brown Bovert. 

The new company, NEI ABB 
Gas Turbines, whose arrange- 
ments will partly succeed 
those of Mitsubishi has access 
to turbines on 9MW to 150MW. 
GEC Alstham’B range is foam a 
few megawatts to 232MW. 

John Brown, which is a 
licensee of General Electric of 
the US In gas turbines, manu- 
factures nntta from 20MW to 
16QMW. 

Babcock has remained aloof 
from company alliances in this 
industry thodgh it has recently 
been merged with, then 
demerged from, FK1, an electri- 
cal company that is not in 
power engineering. There has 
been some speculation that a 
tlfrup with Sfemens might be a 
long-term possibility. 


Nick Garnett 


TOTAL CAPABILITY 


IN POWER GENERATION 
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In the field off power generation, ws have a total 
capability to deaign, engineer and aupply fossil-fired 
power stations, combined cycle power stations and 
rhe conventional Islands off nuclear power stations 

— anywhere in the world. 


In addition to the unrivalled manufacturing expertise 
of our core turbine generator business, many of our 
specialist subsidiaries are market leaders in their 
own right These biduda: 


EUROPEAN GAS TURBINE COMPANY 

Gas turbines with ratings from 2MW to 210MW 

and above. 


STEIN INDUSTRIE and EVT. 

Conventional, fluidised bed and waste 

heat recovery boilers. 


NEYRPIC 

Equipment for Hydro-etoctric power generation. 


PO Box 70, Mill Road, Rugby, Warwickshire CV21 1TB Tel: 0788 546600 Rot: 0788 546440 


GEC ALSTHOM 
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jjjdepgndentjower production 

Trying to turn: 


into 


THE PRIVATISATION- erf the 
Central Elec tricity Generating 
Board- (CEGB) and its local 
area boards has had a spectac- 
ular. impact on phiw Its- inde- 
pendent power production In 
theUK. 

Unhawrfly, until the process 
is completed, it is virtually 
.impossible to tell how many of 
these plans will turn into real- 
ity. The UK will have an inde- 
pendent-power supplysector 
by the nzut-1990s. Its extent «ntj 
structure is difficult togause. 

Undo’ the existing, prtvansa- 
- tion proposals, consortia can 
apply to the Secretary of State 
for permission to btdld large 
scale generating plants from 
around 200MW to over 2000MW 
as an independent supply to 
the grid, company . In direct 
competition with the two new 
generators: 

- Equally, a wide variety of 
, companies have put forward 
partnership schemes with the 
local area boards. Outside bod- 
ies can take an equity stake in 
-a power , station of a similar 


So far, the Department of 
Energy has redevedl? applica- 
tions to bnlld power stations of 
over 100MW, of which nine 
have been made public, three 
are before the Secretary of 
State and one has received per- 

- mission. 

With the exception of the 
new fluidised bed combustion 
coal-burning plant at Bil- 
sthotpe, championed by British 
Coal and the East Mlrikm/te 
Board, all of these new stations 
will he burning gas. 

The total c a p a c ity proposed 
is in the region of MWXMMW- 
12,00OMW. 

Of this however, between 
4.000MW and 5.800MW are 
planned by the two big genera- 
tors, POwerGen and National 
Power. This Is partly an 
attempt to meet stuphnr emis- 
sions targets. 

Of the rest, only three 
planned stations amounting to 
2£00MW have no direct Hnkw 
with the existing area boards 
or the two generators. 

Significantly, all the new sta- 
tions either app r o v ed by the 
Secretary of State, such as 
PowerGen’s 1.000MW plant at 
Killingholme and the three 
under consideration; Power- 
Gen's 68QMW Bye House plant 
and National Power’s 57UMW- 
680MW units at KHUnghalme 
and Little Barfbrd, are cm far-, .. 
mer CEGB ettas and proposed 
by the two trig generators. 

The problem la the nncer- 


The structure of the 
Independent power 
supply sector Is 
difficult to gauge 


tainty of demand for indepen- 
dent electricity In the priva- 
tised sector. With the two 
former halves of the CEGB 
likely to control the initial sup- 
plies to the area boards, the 
price of electricity needed to 
break into the grid is uncer- 
tain. 

It follows that t2m load factor 
that the new stations will 
obtain Is very uncertain. The 
proposed stations will all use 
highly efficient mmhiiMd cycle 
gas turbine (CCGT) configura- 
tions. These can be baflt in 
12QMW-200MW stages and bufU 
up to meet demand over sev- 
eral years. 

Yet the capital costs are high 
at around 2MW-5L8MW per £hn 
spent. Equally, gas supply 
needs to be organised In 
advance. 

Without a greater degree of 
certainty about how much elec- 
tricity will be required and 
when, it is difficult for the 
potential generators to guaran- 
tee either to take the gas sup- 
ply, or to get a bankable return 
on capital. 

In addition, the independents 
are prevented for the first four 
years from selling direct to 
consumers needing less than 
iMW. This works to the advan- 
tage of PowerGen and National 
Power, busy building their 
direct sales. The Association of 
Independent Electricity Pro- 
ducers argues that the two 
generators have access to far 
more information on the cost 
of selling to the grid and thus 
do not face so much uncer- 
tainty. 

Two large and entirely inde- 
pendent projects have been 
proposed. Thames Power 
intends to build a station at 
Barking with 1,000 MW of 
capacity and a consortium of 
1CI and Enron, the OS gas com- 
pany, plans a L750MW station 
at Wilton on Teeside. 


‘ It originally promoted the 
Idea of equity involvement in 
order to sell gas. Now virtually 
an of the companies with likely 
gas reserves an in negotiar 
tlons with independents or the 
two main gemeratam.L 
This may be a stumbling 
block tea new. a n twm fai to the 
power market While there is 
plenty of UK sector gas avail- 
aide, CCGTs need guaranteed 
supply. There are very few 
fields capable of sustaining a 
300MW stattanon a field deple- 
tion basis, lasting 30 or more 
years. 

The new e ntran t s need tang 
term supply contracts and it is 

only the giants of the North 
Sea, BP and Shell, that nan 
supply these. 

In the medium term, imports 
of Norwegian rate wUl .be 
needed although the infra- 
structure for its supply, the 
Frigg line, is in place will 
be available after U98, 

'There artj: Vrttt&^y^aytr j 
which independents can get 
into the power market. Cobf 
billed beat and. power (CHP) | 
utilises smaller putts to rezdace 
supplies previously bought I 
from the area boards. These 
units, built for specific pur- 
poses, will provide steam for 
manufacturing processes, or 
space beating, as well as elec- 
tricity. 

Same of the excess electric- 
ity could be sold to either the 
local area board or private cus- 
tomers. British Gas and a omit 
ber of oil companies are promo- 
ting this route for small 
enginee ri ng companies, hospi- 
tals and other large power 
users. 

The principal difficulty is 
matching steam and power 
requirements, white in self-pro- 
tection the area boards may 
try to increase prices for 
back-up suppli es to make CHP 
uneconomic. CHP may seri- 
ously damage some area board 
load curves, by removing base- 
load demand. 

Finally, privatisation has 
produced around 300 small- 
scale generating schemes, 
using renewable energy. These 
are under evaluation with the 
area boards. These schemes 
run the whole range of renew-, 
able systems induding refuge 
burning, kwrfffn gun wind and 
wave power. 

The advantage under the 
new system., is that the 
schemes will not be subject to 
the fossil fuel levy and have a 
pote n tial price advantage. 

The total capacity likely to 
be available is between 
1.00QMW and 2.000MW, ami the 
number of schemes put for- 
ward has surprised energy 
department officials. The dead- 
line for submission to the area 
boards has been shifted back 
from October 1989 until late 
Spring. 

While this may be necessary 
for new schemes, some existing 
Bi ftinraea are already supplying 
power to the area boards at 
prices 30 per cent lower than 
that paid to the old CEGB. 
Those involved feel that the 
delay gives too much advan- 
tage to the area boards. 

Chris Cragg, Editor, 

FT Energy Economist 
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PowerGen emphasises capability not size, says David Thomas 

Facing up to a larger rival 


- JCTs is tiie- moet advaitoed. 
The chemical company has a 
load requirement of eoqMW at 
its Wilton, plant'; and. this, 
reduces the risk.' Enron -has 
great experience in building.: 
CCGT plant, while gas supplies ■ 
have, been.- hoed op from the 
Amoco’s North' Sea Lomond 
and Everest fields. - «■ 

Elsewhere, the area boards 
have been encouraging- Joint 
ventures with ia&peadeutg. 1 
-Hawker Siridaley has agree-' , 
meats with the East MMlauds -| 
for £l20m, 350MW station at 
Corby, • and with Eastern Klee-' 
trie for a snnflare at ; 

Peterborough. . 

Norweb has joined Lakeland 
Power in a idem for 220MW at 
Boosecote, supplied by British 
Gas. Trafalgar House has 
joined with British Gas in & 
20QMW scheme at Poole. Brit- 
ish Sugar has joined Yorkshire 
Electric in a 20QMW scheme at' 
Brigg. PowerGen . win be sup- 
plied by -Ranger Oil’s Angfia 
field wfth Ranger involvement 
at Its 30QMW South Denes site.' 

- These joint ventures am dif- 
ficult to. arrange. SbeO. after 
two' years of discussions with' 
area boards, has pulled <fdf of a 
20QMW scheme at SheHhaven. 

Shell will stm build a gas 
pipeline from Bacton to the - 
Thames estuary in search of 
power contracts, but the com- 
pany feels that eq uity involve- 
ment Is both risky and unneo- 


Bis 
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MB Ed Wallis, chief exec uti ve 
of PowerGen, the smaller of 
the two generators to be priva- 
tised in England and Wales, 
.picks out three achievements 
of his fledgling company as 
evidence of its capabilities. 

- First,- PowerGen announced 
last May plans to build a 
1Q20MW combined-cycle gas 
-turbine (CCGT) power station 
at Killingholme, South 
Hnmerbgide. 

Not only did this put Power- 
Gen in the vanguard of the 
industry's move towards the 
environmentally dean, fuel-ef- 
flriant and ftarfhl^ CCGT tCCh- 
nology.tt also involved a range 
of consequential decisions 
which at the time were path- 
breaking for the Briti sh elec- 
tricity simply industry. 

PowerGen teamed up with 
toe TJK subsidiary of Conoco to 
build and operate a 60km pipe- 
line from the shore to Killingh- 
olme, the first such venture 
between a large gas prod ucer 
and an electricity generator in 
Britain. It also contracted to 
buy the entire output of the 
PickerHl gas field, in the Neath 
Sea southern basin, from 
Atlantic Richfield, Pickerill's 
ope ra t o r, and the other compa- 
nies associated with the field. 

“An organisation which 
didn’t exist a year earlier went 
out and bought a gas field with 
an NFV {net present value) of 


£lbn. That demonstrated we 
were a company which had 
substance and could take 
risks,” Mr Wallis argues. 

Second, PowerGen beat its 
larger rival. National Power, in 
December to sign up Toyota’s 
new car plant In Derbyshire as 
a direct customer, the first 
such arrangement in the 
run-up to privatisation. Power- 
Gen had to be confident 
enough of its own cost struc- 
ture to quote TOyota aggres- 
sive competitive prices for the 
10-year deal, due to come into 
operation next year. “St showed 
a determination and a speed of 
decteton - making that we could 
get in there ahead of other peo- 
ple," Mr Wallis says. 

Third, the generator 
unveiled this January plans to 
Import from Venezuela 1m 
tonnes of a fuel called orimul- 
siou - 70 per cent bitumen 
and 30 per cent water - which 
it sees as a potential rival to 
coal and heavy foaL ofl. 

The purchase of orimulsion 
may seem small beer compared 
to Kiltingbabne and Toyota. 
But Mr Wallis believes the orl- 
muhdon wir» the Kil- 

lingholme project, demon- 
strates PowerGen’s ability to 
plan ahead for what will be 
one of its central problems in 
the private sector: the need to 
broaden its ftirf ham , 

“We have a tori bum in the 


present year which is 95 per 
cent British coal. We believe 
that no private sector business 
can put all Its eggs in one bas- 
ket . . . This means our key 
strategy when it comes to fuel 
will be to diversify. We've got 
to achieve a better ha la nee In 
our foel burn,” Mr Wallis 
explains. 

This better balance will 
come through four main routes 
- gas, low sulphur coal 
imports, oil and orimulsion. 
They will complement, and 
hence displace, PowerGen’s 
high sulphur coal purchases 
from British CoaL PowerGen 
will not be able to cut its 
dependence on British Coal 
substantially until after the 
end of the three-year supply 
contract which it and National 
Power have signed with 
Britain's coal producer. But 
this does not worry Mr Wallis, 
since many of FowerGen’s fuel 
diversification strategies, such 
as new gas-fired power sta- 
tions, will take three years to 
come on stream. 

Yet Mr Wallis’s careful 
explanation of PowerGen’s 
core strategy in the private 
sector raises an obvious query: 
is it not identical to National 
Power’s, its chief rival? Indeed, 
Mr Wail’s description of Pow- 
erGen’s other plans for the pri- 
vate sector reinforces that 
impression. 


PowerGen is putting its lead- 
ing executives through man- 
agement training exercises 
designed to prepare them for 
the bracing world of the pri- 
vate sector. 

It set up a sales mar- 
keting team from scratch, now 
30-strong. It has cut out layers 
of bureaucracy, made Its 21 
power stations profit centres 
and given power station man- 
gers much greater control over 
their operations. It is continu- 
ing to “drift down” (Mr Wal- 
lis's words) PowerGen's head- 
count, which stands at about 
9,100, in ways that do not 
involve compulsory redundan- 
cies or threaten confrontation 
with its unions. 

National Power has made 
almost identical moves in its 
domain. The similarity of the 
two generators’ strategies is 
hardly surprising. They are 
being deliberately ushered into 
the private sector with as simi- 
lar cost structures and generat- 
ing bases as possible. 

For the moment, PowerGen 
points to its younger manage- 
ment team and to its determi- 
nation to be the “UK’s lowest 
cost producer of electricity” as 
evidence of its ability to suc- 
ceed against its larger rivaL 
Perhaps the only safe predic- 
tion Is that competition Is 
likely to take forms that are 
unforeseen. 
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■E nvironmental pressures have forced us all to think more * The current technology is impressive enough. But future advances 

about the woiid we leave to our children. promise to provide us with 20% more electricity from the same amount 

At British Coal we've been thinking particularly hard. And it's had of coal, reducing emissions still further 


GEMERATIHO CAPACITY (MW) 

National PowerGen I 
Power I 


Nuclear 

Electric 


Coar 21.939 la^oo 

Oil 6,039 3.982 

Gas turbines i.«« L177 48# 

Hydro 30 53 V 

Nuclear - “ 3*333 

TOTAL 29.864 18,712 8,812 

Smtok Jama Capat 


reassuring results. You’d be surprised just bow clean coal burning is today. 

The world's modem coal-fired power stations aren't just more 
efficient, they can how eliminate ,90% of sulphur emissions. An 
extensive pro gra mme of installing this technology (called flue gas 
desulphurisation) in British power stations has now started. 

Coal-fired power stations generate 40% of the world's electricity, 
but contribute-only 7% to total greenhouse gases (both of these figures 
come from OECD statistics). 

And in Britain, coal produces over three quarters of bur electricity. 

Modem coal plants are dean and safe to work in and live near 


And long-term contracts offered by British Coal to the power 
stations will guarantee prices well into the future. 

Which all means that British Coal will be capable of generating 
electriaty safely, cheaply and more deanly during our own lifetimes. 


And those of generations to come. 

Whichever way you look at rt, it won’t cost 
your family the earth. 

For more information write to British Coal 
Marketing Department, Hobart House, Grosvenor 
Place, London SW1X 7AE, or ring 01-235 2020. 


WAKE UP TO THE 
NEW AGE OF 



■ - < 
<V'- '■ 










IV 


FINANCIAL TIMES THURSDAY MARCH 29 1990 


THE ELECTRICITY INDUSTRY 4 


ON Vesting Day, March 81, the 
12 area boards of En gland and 
Wales will become the 12 dis- 
tribution companies under the 
new system. They will go to 
the market in November. 

For most people, the only 
contact they have with their 
local electricity board is paying 
their bills. The boards are sim- 
ple, anonymous companies pro- 
viding a service. But after pri- 
vatisation, many will become 
the largest quoted companies 
in their regions, with the 
chance to diversify into power 
generation and other areas of 
possibly unrelated business. 

It has been suggested that 
whereas institutions will buy 
shares in the generators, the 
area companies will be a peo- 
ple's share. Now that National 
Power's nuclear stations have 
gone to state-owned Nuclear 
Electric, there is little to 
choose between National 
Power and PoweiGen. Bat it 
would be a mistake to think 
the same about the area com- 
panies. Different simply areas 
and different load demands 
have made them different com- 


After Vesting Day, the 
boards’ supply areas will be 
open to competition from the 
generators. Initially this will 
be regulated; for the first four 
years, generators can sign 
direct contracts for 15 per cent 
of an area board’s load, for 
sites with a demand of IMW 
and above. For the neat four 
years this limit rises to 25 per 
cent, with the load restriction 
dropping to 100kW. The market 
is then open. 

Two issues wfD be vital to 
the boards’ future profitability; 
the rate of demand growth m 
their areas and their particular 
load curves. 

Boards which rely heavily on 
their industrial customers will 
be vulnerable to losing them to 
direct contracts with the gener- 
ators. 

Industrial demand is gener- 
ally 24-hour base load. If the 
board loses this demand, the 
load curve it follows may be 
more erratic. It will require 
supplying more peak power 
and therefore a higher propor- 


THE 12 DISTRIBUTION COMPANIES 

On the road to the market 


tion of expensive electricity. 

Having lost a profitable sup- 
ply margin, the boards may be 
forced to hike domestic tariffs, 
the captive side of the market, 
to cover their costs. 

If, on the other hand, aboard 
has primarily commercial and 
domestic demand, which is 
growing, it is less likely to lose 
this demand to an outside sup- 
plier. Whereas Manweb could 
lose up to half of its baseload, 
the southern boards do not 
have a significant amount of 
sites with a load dgwymd of 
over IMW. 

Auto-generation will be a 
problem for boards dependent 
on industrial customers; for 
example. Id’s plans to build a 
1.5QQMW plant to supply its 


site at Wilton means that 
Northern Electric bas lost 
some S20MW of demand, and 
its largest customer. The prot- 
ect will provide a potential 
140QMW of power to the mar- 
ket 

What seems a handicap does 
have its advantages. A high 
industrial load has a predict- 
able demand p a tten, enabling 
the board to offer load manage- 
ment incentives to its custom- 
ers. This means the board 
avoids buying costly peak 
power. Manweb, in particular, 
bas this fully in mind. 

Boards dependent on domes- 
tic demand have their own 
problems. Such demand is 
more unpredictable, influenced 
by the weather, and so is not 


as flexible. These boards may 
find themselves paying high 
prices for peak power, or hav- 
ing to sign long-term contracts 
with generators to avoid this. 
Some, such as Eastern, are 
worried about competition 
from gas to supply the domes- 
tic space heating market, 
which could ' potentially 
remove a large part of demand 
growth. 

Under the privatised system, 
the distribution companies can 
enter the power generation 
market 

Several are getting involved 
in independent power projects; 
Norweb bas signed a contract 
to take 7 per cent of its power 
from Lakeland Power, a pri- 
vate company converting the 


ex-CEGB 22QMW Booaeoote sta- 
tion. Northern Electric Is 
involved in the Neptune Con- 
sortium, which is planning , a 
1.000MW gas-fired station on 
Teesside. 

A few are more involved in 
actual construction; Yorkshire 
Electricity has a plan with 
British Sugar to build a 200MW 
plant at its Brigg works. And 
the East Midlands Board has 

H i with British Coal to 
a 15GMW plant at Bil- 
sthorpe. But while same pro- 
jects involve equity participa- 
tion, few boards see themselves 
primarily as plant owners and 
operators. 

Attitudes towards diversifi- 
cation in other business areas 
are mixed. Most are cautious 


about such moves, pref erring 
to concentrate on strengthen- 
ing their core businesses and 
improving customer service. 
The more southern boards can 
sit back and watch their busi- 
nesses ttvpsnd- It seems that 
boards in slower growth areas 
are being more adventurous. 

Yorkshire Electricity has 
marie no secret of its intention 
to diversify its business. North- 
ern Electric is moving into 
tpj twwnmnTM na tions. Norweb, 
although based in a d ed i ning 
economic area, earned 21 per 
cent of its 198889 profits from 
the retail side of its business, 
«nri atom at Anther expansion. 

Most boards are restructur- 
ing to reflect their various 
business interests, rather than 
just the regional pattern of 
their supply areas. Over the 
next eight years, these supply 
regions will he less defined, 
officially disappearing as the 
market opens up. 

Some area hoards have had a 
mn rii hi gher profile than oth- 
ers. This has depended on the 


board c hairman; Mr John Har- 
ris, of East Midlands, Mr Dun- 
can Ross of Southern Electric- 
ity, and Mr James Smith of 
Eastern have been at the cen- 
tra of the boards’ privatisation 
nego tiation s with the Govern- 
ment. 

This been as advantage 
for these boards in getting to 
grips with the sometimes 
day-today changes in privati- 
sation arrangements. 

Most hoards have appointed 
directors from the electricity 
industry. The only attempt to 
get any commercial experience 
seems to be in accounting, 
with many employing a 
finance director from outside 
the industry. London Electric- 
ity is an exception, with both 
the finance director and the 
trading director coming from 
commercial companies, indicat- 
ing intentions to pursue the 
retailing side of the business. 

Lucy Plaskett, Power in 

Europe, an FT newsletter 


Eastern Electricity is the big- 
gest and Is commonly seen as 
the jewel in the crown of the 
distributors. Most of Eastern’s 
demand comes from the domes- 
tic and commercial sectors. Its 
commercial sector looks set to 
grow as more companies relo- 
cate from London, and East 
Anglia becomes increasingly 
popular with London commut- 
ers. 

South Wales Electricity, the 
smallest of the boards, could 
not be more different Depen- 
dent on industrial customers 
for 50 per cent of its demand, 
and serving an economically 
depressed region, the board 
cannot expect significant 
demand growth in the near 
future. 

The more northern boards - 
Northern Electric, Yorkshire, 
Manweb, together with South 
Wales - rely on industrial cus- 
tomers for up to half of their 
demand. AH are in areas where 
this demand is unlikely to see 
significant growth in the near 
future. 

Boards to the south, such as 
Eastern, South Eastern and 
Southern Electricity are in 
expanding areas with increas- 
ingly afflnftnt consumers, and 
dependent for most of their 
electricity demand on the 
domestic and commercial sec- 
tors. 

East Midlands and Midland 
Board are in the enviable post-, 
tion of a balanced demand 
across all three sectors, again 
benefitting from T end on over- 
spill, both in terms trf industry 
and commutes. 
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David Thomas looks at the National Grid Company 

Unique among exotic creatures 
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Sizewcll 

A first for Britain. 
Another first for 


THE National Grid Company is 
one of the adder creations of 
the s tr u c tu re which will 
emerge out of the new electric- 
ity supply in d u stry at tin * end 
of. this week. To understand 
why, consider some facts 
about it 

National (kid will be collec- 
tively owned by the 12 area 
distribution and supply compa- 
nies in Vn gland jmd Wales ™ 
could account to about a third 
of their pot? 1 ** but its share- 
holders, the 12 area ««njirnia% 

will not CflntTbl ’ Matirmaf firirt’ * 

capital expenditure plans. 
National Grid will not call on 
its owners for funds: but it will 
pay them a dividend. 

The company is Ukdy to be 
-a unique beast even among the 
many wide creatures on the 
London stock exchange, after it 
passes into private ownership 
in the autumn at the thwn of 
the sale of the 12 area 
companies. 

Its structure owes more to 
political decisions than to com- 
pelling commercial logic. 

The Government was deter- 
mined to divorce the grid - 
the 7,000 km kmg Integrated 
transmission system which 
controls po wer flows through- 
out R»gfamd and Wales — from 
the generators. 

r The cheek-by-jowl coupling 
of gi*»d and generation under 
one roof in the Central Elec- 
tricity Gmierating Board was 
wldafy seen as having biased 
the nationalised electricity 
industry towards the interes ts 
of the generators, not the cus- 
tomers. 

The solution adopted by Min- 
isters was to put the grid 
under the joint ownership of 
the area companies. . 

This was a disappoi ntm ent 
to some of the grid’s senior 
executives, who had been hop- 
ing for a separate flotation and 
quotation. They are aware that 
National Grid’s in te r est s are In 


danger of tiring overlooked In 

the stampede to ensure the 

minfaitaiKnWy <jf Hw rmi¥i|Minl«w 

hnading for a flotation. 

National Grid appears to 
have lost one of its most cru- 
cial pre-privatisation argu- 
ments - over Its rate of 
ret u rn. 

Since the grid is and wifi 
remain a monopoly, and since 
National Grid’s charges are to 
be regulated by an RPI-X price 
control formula, the rate of 
return with which National 
Grid will be launched into the 
pr i v a te sector is essentially an 
administrative decision 
readied by Government. 

National Arid argued to a 
rate of return set at about 8 per 
cent, bat it appears likely to 
emerge with a tower figure. 

It seems to have had few 
allies on this issue. One fear 
was that National Grid m ig h t 
be forced or encouraged into 
■pwdiwg excessive *mmyn i* cm 
its infrastructure and mairfwg 
excessive charges to justify 
tills. 

ff that were to happen, same 
ob s ervers argued, then large 
industrial users and the area 
companies could be given an 
undue hicentive to establish 
their own generating capacity, 
thereby reducing the impor- 
tance of the national grid — 
arguably one of the country's 
main iw n rfn 

Much of the time cf National 

Grid's 6,000 employees has 
been devo t ed to more nuts and 
bolts issues in the run up to 
privatisation, notably prepar- 
ing the pooling and ariflamant 
system which will be at the 
heart of the new electricity 
market 

National Grid will be respon- 
sible for co-ordinating all 
power stations with mare than 
10QMW capacity. 

Generators most declare to 
the grid company every day 
the price at which they are pro- 
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pared to supply electricity 
from every one of their power 
ffta tfowa for awrh half h o ur of 
toe following day. 

National Grid will choose 
the cheapest power stations 
which taken together can meet 
demand in ev e ry half-hour. 
Generators will be paid for 
their power the price 
demanded by the highest 
priced station in operation at 
tiie Hm» — toe " sy s tem mar , 
ginal price” - plus a capacity 
dement 

The grid company then adds 
its charges before wiling tha 


The logic of this system does 
not differ fundamentally from 

ftg wwrit nriior arrangements 

used by the CEGB to switch 
power stations an and off. as 
Mr Bm Kens, National Grid's 
chief executive, explains: "The 
way we’ve worked for many 
years is to operate a merit 
order system. That will con- 
tinue. The only difference is 
instead of operating with a cost 
merit order, we’ll be operating 
with ah offer price merit 
order.” 

Yet, as Mr Keen acknowl- 
edges, the National Gti.vfll 
have a new respo ns i b ili t y of 


operating a level playing field 
allowing all generators to have 
access to the bulk transmission 
system in the competitive elec- 
tricity market 

National Grid wzD be partic- 
ularly keen to show that new 
generators which may emerge 
to take advantage of the liber- 
alised market are not disadvan- 
taged by the new system. 

This is one reason why its 
shareholders cannot control its 
investment plans, since the 
area companies are potential 
competitors (ff the independent 
generators. 

The main bias introduced 
into the grid system is a sched- 
ule of tariffs designed to 
p ro m pt new power stations to 
he located in regions where 
electricity demand outstrips 
supply - notably the south 
and east of England. 

The charges to be levied by 
National Grid on electricity 
generators to the use (ff its 
infrastructure will vary accord- 
ing to the region in which 
power stations are located. 

Thus, generates will face a 
capacity charge cf £3.13 a kilo- 
watt (kW) and a use charge of 
<L0249p a kflowattrhoor (kWh) 
for stations in the north-east. 

By contrast, stations on the 
south coast will face a capacity 
charge of 0-8lp a kW and a use 
charge of 0.0065p a kWh. 

Simllariy, there will be rela- 
tively higher charges by 
National Grid for supplying 
area companies in regions of 
high rjamonA such as London. 

First, however, National 
Grid needs to get its new pool- 
ing and settlement system up 
and running, a task of 
immense complexity. 

Everyone at National Grid’s 
headquarters on the south 
bank of the Thames in central 
London will be holding their 
breath when the new system 
comes into operation at the 
end of this week. 


SCOTTISH POWER and SCOTTISH HYDRO-ELECTRIC 


British Nuclear Fuels. A light at the end of the queue 


Our Fuel division at Springfields near Preston has won 
an £18 million contract to supply nuclear fuel for Sizewdl *B\ 
Britain's first Pressurised Water Reactor and the order was 
gained in the face of fierce overseas competition. 

It’s an achievement that offers us the opportunity 
to gain our first foothold in the valuable international PWR 
fuel market. 

Over the past forty years, Springfields has produced 
all the fuel for Britain’s nuclear power stations - currently 
supplying nearly 20% of Britain’s electricity. 

As the world’s most experienced nuclear fuel company 
our order book now stands at £14 billion. 

' Not surprisingly our business success is fuelled by a 
huge £5.5 billion company investment programme, including 
nuclear fuel services and nuclear waste management 


British Nuclear Fuels pie Risley, Warrington, 

Cheshire, WA3 6AS England. 

BRITISH NUCLEAR FUELS PLC 


SCOTLAND’S two electricity 
companies are last In the pri- 
vatisation queue. The two com- 
panies, to be named Scottish 
Power and Scottish Hydro- 
Electric, should came to the 
stock exchange in May or June 

199L 

Coming last is a big, tboagh 
not unexpected, disappoint- 
ment for them. They had 
hoped to lead the queue and 
join the private sector several 
months sooner. They argued 
that the Scottish industry was 
wtmplfr to float than that of 
England and Wales and argu- 
ably more attractive. This is 
because unlike in ’Rn ghniH and 
Wales, Scotland has vertically 
Integrated electricity compa- 



Roger Young: outsider 


_ The two boards, the South of 
Scotland Electricity Board or 
SSEB (to become Scottish 
Power) and the North of Scot- ■ 
land Hydro-Electric Board or 
NSHEB (to become Scottish 
Hyd ro-Electric) each produce, 
transmit and distribute power. 

They are not going first, 
because the Scottish Office 
apparently does not want to be 
seen, making Scotland a guinea 
pig to a controversial privati- 
sation, and because the Depart- 
ment tf Itaergy appears to feel 
that tiie structure of the Scot- 
tish boards could de tr ac t from 
investor nnderstanifing of the 
larger and more complex 
English industry. 

Until a year ago the two 
boards operated a joint gener- 
ating agreement with a single 
merit order for their power sta- 
tions, effectively controlled by 
the S SE B. But the Government - 
chose to float them separately, 
to achieve a degree of competi- 
tion (if only “by com paris on* 
as tt put it) and to add two 
companies rather than one to 
tiie Scottish private sector. 

it was decided to place the 
SSEB’s three nuclear plants, 
one magnox plant and two 
advanced gas codied plants. 
Into a separate company, Scot- 


tish Nuclear Limited (SNL). 
This was to have been owned 
75 per cent by Scottish Power 
and 8 5 p er cent by Scottish 


The joint generating agree- 
ment came to an end in April 
last year and the two compa- 
nies began to operate sepa- 
rately. Swaps of generating 
capacity were made to give 
each board a better balance (ff 
gene ra ting sources. Once the 
transfers had been made 
Hydro-Electric began buying 
and selling power to and from 

Scottish Power and the Central 
E l e c tri city Generating Board. 

It remained to devise a way 
of making it possible to float 
tiie two boards with SNL in 
tow. Although the SSEB has a 
better reputation tor rtouang 
nuclear stations than the 
CEGB, its mmlwff plants had 
to be removed from the privati- 
sation when the Engflah A(21 s 
were pulled out as the City 
refused to swallow the cost of 
allowing for incalculable 
decommissioning and repro- 
cessing liabilities. 

This did not produce large 
problems to the privatisation 
in Scotland although half of 
the two companies' power 
comes from nuclear plants. 


SNL will remain in the pub- 
lic sector with its own (ex- 
SSEB) management and is 
negotiating contracts with the 
two companies to dispose cf its 
output - rather than selling 
any of St separately. 

. Scottish Hydro-Electric 
serves Scotland north (ff a line 
joining the Firths of Tay and cf 
Clyde, iiwinding Dundee and 
Aberdeen, as wen as the High- 
lands and Islands. II supplies 
about a quarter of the electric- 
ity in Scotland and had turn- 
over In 1888-89 of £348m, mak- 
ing It the smallest of Britain's 
elect ri city companies. 

Scottish Power supplies the 
remaining 75 per cent of the 
power, serving the central belt 
of Scotland, with sales of 
£975m in 1988-88. 

Scottish Hydro-Electric 
embraced the idea of privatisa- 
tion with more enthusiasm 
than Scottish Power. Becoming 
an in dependent entity has 
given ft extra energy, but has 
required more internal changes 
than at Scottish Power. It has 
acquired an almost completely 
n ew m anagement with several 
figures brought in from outside 
the industry, including its 
chief executive for the past 
year, Mr Roger Young, who 
came from the mann&cturtng 

company Low & Booar. 

It has an almost unique 
advantage in the UK power 
indnsfry because of Its etxperir 
ence in running the Peterhead 
combined gas and oil fired 
plant and constructing a 
240MW " gas turbine plant 
al o ngsi d e it at a cost of 240m. 
K has became part (ff the Nep- 
tune consortium which is 
devel opin g a project to b uild a 
LQQOMW combined cycle gas 
turtdne plant in the Teesside 
area, along with Northern 
Electric (formerly the North 
Eastern Electricity Board) and 
two industrial customers, Brit- 
ish Steel and BOC, who would 
take the bulk of tfa* output. 

& Is . taking an equity stake 


in Thames Power, a company 
which plans to build a 
LOOOMW gas fired plant in east 
London, along with BICC, Tay- 
lor Woodrow and Schroder 


Scottish Power remains 
unde r the pbnir nmwnh-ip of Mr 
Miller who paints out that a 
management study of his 
organisation by Coopers & 
Ly brand gave ft a clean bill of 
health. 

Scottish Power is in one of 
two groups tendering to b uild a 
new power station to the Lon- 
don underground and has been 
bidding with Bechtel to cons- 
truct a coal-fired plant at BLL- 
Isthospe in the East Midij>wd ? 

A crucial fact about the Scot- 
tis h el ectricity industry is its 
enormous surplus capacity. 
The SSEB recently Inaugu- 
rated the L20QMW Torness 
AGR p la n t , within budget and 
cl oy to s chedule, against a 
background of static demand. 

Both companies argue that 
they have a good mix of 
nuclear, oil, coal and hydro- 
electric generating plant but 
Scotland has surplus capacity 
of a bout 4,0Q0MW compared 
with d em and of some 6.000MW, 
with oU and coal-fired plants 
either mothballed or operating 
below capacity. 

While this gives the two 
c ompanie s the chance to make 
large sates of power south of 
the border, it is not dear how 
easy tiffs win be. The intercon* 
meeting power line between 
Scotland and England has 
(apadfy to only about 860MW, 
though a protect is being pre- 
pared to bring this up up to an 
eventual 2.Q00MW. 

Mr lan Lang, Scottish indus- 
try minister, said recently that 
the Government was deter- 
mined that Scotland “should 
have fair access to the market 
in the south” to exploit the 
expec ted shortfall in supply in 
England and Wales. 

James Buxton 
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THE ELECTRICITY INDUSTRY 5 


FT HAS been a Tear of violent 
perturbations for. the British 
nuclear electricity industry, 
with some of the shockwaves 
rocking the industry overseas. 

Lora Marshall, • its leader 
throughout the 1980s resigned, 
saying .he should have done so 
two years before, .when' the 
Government embarked on its 
chosenpatbto privatising elec- 
tricity supply and simulta- 
neously . restructuring . the 
industry, that was to proveso 

ffewwag iii g tn imcfaiff pTqnff. * ' 

fo Lord Marshail's view; its 
formula for introducing compe- 
tition into electricity supply 1 
was fatally Hawed because it 
removed the “obligation to 
supply" from. National Power, 
the company which was to 
have Tim most , of Britain’s 
nuclear' stations. 

This statutory obligation 
guaranteed a market for large 
generating units, non-nuclear 
as well as nuclear. 

All other nuclear ntEtttias in 

the weald, private as we& 'as 
public, have an effective "obli- 
gation to supply? , that gives 
their bankers the confidence 
needed to back big. very 
long-term investment projects 

trf this Mnil, 

The new financial situation 
militates against big coal 
plants and such ventures as a 
tidal barrage, no less than 
against nuclear reactors. 

fostead Br itain is to have 
two state-owned nuclear gener- 
ating companies, supplying 
between them about 20 per 
cent of the nation’s elec t r ici ty : 
Nuclear Electric, inheriting the 
nucl ear caoadfcv of Central 
Electricity Generating Board, 
and Scottish Nuclear, running 
the nuclear stations built by 
the South of Scotland Electric- 


i..... ... ... 




.Is trying to pidffw.( 


Into batter perspective 


NUCLEAR ELECTRICITY INDUSTRY 

Considering options 


tty Board. 

Mr John Collier, chairman of 
the UK Atomic Energy Author- 
ity and the Government's chief 
nuclear adviser, is chairman- 
designate of Nuclear Electric 
and the nation’s new nuclear 


In most respects, Britain's 
nndear electricity programme 
is back where It was In the 
late-1970s - reconsidering 
options for further develop- 
ment. 

Mr Collier, a Harwell-trained 
chemical engineer who has 
spent his career in reactor 
technology .. has emmoated^siz 
priorities for Nuclear Electric 
in its first few years, as it pre- 
pares for a fresh go ve rnment 
review of UK reactor construc- 
tion proposed for 1994. 

Although the U50MW Size- 
well B pressurised water reac- 
tor (PWR) .prelect Is to go 
ahead, any replication of the 
design, now seems unlikely. Hi« 
six priorities, therefore, are: 


• Increased nuclear genera- 
tion - it should be possible to 
extract at least cmethlrd extra 
kilowatt-hoars foam the exist* 
tag advanced gas-cooled reac- 
tors (ACS). 

• Increased turnover from 
nuclear electricity sales. 

• Gradual redimtion .in the 
Government’s planned levy on 
foesil-fiiel generation, which is 
being set initially at Ids -par. 
omit This levy is supposed to 
balance any dlfte'ence between . 
coal. and *mriwn» generation 
cost 

• Increased , profits from - 
nuclear electricity. . . 

• Construction and rommtt- 
sfoning of SlzeweQ B to sched- 
ule (1994) and budget. 

• Reduced uncertainty, and ft 
possible lower costs, in the 
company's waste management 
and decommissioning' Ilahili- 


As Mr Corner said: “We have 
to provide government with 
the political environment for 
the government to take the 
nuclear power programme for- 
ward.* 

Nuclear Electric was barely 


lems when the report of Profes- 
sor Martin Gardner ^appeared 
in mid-February, statistically 
Halting 10 pMwa of childhood 
leukaemia occ urrin g, near toe 
SeTlafleld spent-fuel reprocess- 
ing factory in Cumbria with 
radiation doses received at 
work by their tethers. 

Prof Gardner has spent five 
years studying a so-called 


"«mcer r cluster" in West 
Cambria. h y pi fl u a f lB shifty 

f rmm an environmen- 
tal association — nfem alleged 
but which he has failed to find 
- to an occopatfonal link. 

XT toe hypothesis is sobstan- 
ttated. it radiation expo- 

sures! the, order of 100 mini . 
Sieverts can damage the 
promtal cdl line. 


' A chairman’s 
cost analogy 

MR JOHN COLLIER, fth«lrnum 
of toe TJK Atomic Energy 
Authority and 

dmiimin -de ri gn ate yf Nq ri e n r 

ftA Wdng riwi . 
Tiwrtfarflna nf flhwwlMl 

Engineers earlier this month, 
used toe following analogy - - 
to expiate toe apparent sudden 
change in the cost of nuclear 
electricity: 

“Let ns su ppo se tots boose 
costs £100,000 and we go to 
a boflding society for a 
mortgage, ovsc 40 yean at 8 - 
per esdtttodnto.BnL. 
suppose this first. 


Other researchers are testing 
the Gardner hypothesis. R is 
not a causal relationship but a 
“very powerful statistical cor- 
relation", according to Dr Dai 
Rees, head of the Medical 
Research Council, Prof Gard- 
ner’s employers. 

. Prof Gardner is completing 
several associated studies. Set 
la field’s owners, British 


Nuclear Fuels, commissioned 
..two more. 

One is an independent aca- 
demic review of the findings; 
the other, a study began in 
1988 ctf cancer clusters found in 
places with no nuclear associa- 
tions, as well as those near 
nuclear installations, and even 
some near “phantom" plants, 
in areas selected but never 

developed. 

SellafleM’s main reprocess- 
ing task for the past two 
decades has been treating 
highly radioactive spent fuel 
from Britain’s Magnox reac- 
tors. 

Prof; Gardner has helped 
BNFL’s employees to get his 
hypothesis, and the very low 
risk It actually implies, into 
better perspective: “299 
chances oat of 300 of NOT get- 
ting leukaemia” for the chil- 
dren of fathers exposed to 
about 100 milUSieverts. 

A Manchester surgeon. Prof 
Miles Irving, points out that in 
a period daring which there 
were eight deaths from leukae- 
mia in under-258 in West Cam- 
bria. there were MS ritvn +h g in 
the same age group from “acci- 
dents and adverse effects’* 
which he considers were 


THE UNIONS 


Pay machinery in doubt 



fedes to transfer yoa to a 
second, private-sector bafldhig 
society which re q uir e s toe 
mortgage to be over 29 years 
at a ra te of ta per cent 
interest. 

“Of coarse the PRICE to the- 
home-h uy er w o uld roup - 
significantly hut the COST 


of the house itself has 
remained toe same. 

"So too with nuclear power 
- toe costs of the pres su ri sed 
water reactors have NOT 
rocketed dramatically and 
decasnmlsstantng costs have 
NOT increased". 


FUr BNFL, -a highly success- 
ful part of the UK nuclear 
power industry, mainly 
because of its overseas con- 
tracts with Japan and western 

sericras setback to eflSrts to 
impro v e its public imag n «ni 
to take SellaileM oat of public 

rjohgtp 

Mr Neville Chamberlain, 
chief executive, has no doubt 
about the vital importance of 
reprocessing, not Just for Ids 
own company's fortunes. 

“I do not foresee nuclear 
power maintaining its existing 
position as a world energy 
source, let alone taking a 
g re ater role, without an eco- 
nomically viable and publicly 
acceptable reprocessing indus- 
try," he says. 

Reprocessing, says Mr Gbam- 
beriadn, is the only proven and 
dependable way of Manag in g 
the back-end of the nuclear 
fuel cyc le. 

Uncertainties about technol- 
ogy and costs are diminishing 
rapidly with progress at the 
latest French reprocessing 
p\ant,UE-S. which came on- 
stream late last year, and with 
Sellafield's -thermal oxide 
reprocessing plant (Thorp), due 
on-stream in 1998. 

The new unc er t ain ty relates 
to the Gardner finding * and 
how they will stand up to sci- 
entific, legal and political anal- 
ysis over toe next year or twa 

. David Fbtolock 


THE possibility of an 
industrial dispute Involving 
76,000 workers in the electric- 
ity supply industry has caused 

some flatters among Industrial 
relations managers in toe last 
days of public ownership. 
Unions are balloting on artfr 1 " 
over an &5per cent offer 

The consensus of managers 
mwi nnk m leaders in an indus- 
try with a long history of sta- 
ble, centralised pay bargaining 

fa that prh rattoiHrtW te imHkaly 

to herald an era of conflict. 
Both managers and unions 
believe there wifi be a gradual 
process of che n ge- 

The most important question 
is the future of the long-estab- 
lished national bargaining 
machinery under which the 
Electricity Council has bar- 
gained on behalf of area boards 
and the generators with an 
array of unions in five separate 
joint councils. 

In the water Industry, the 
onset of privatisation led to 
moves to break up national 
bargaining, national bar- 
gaining in the private sector 
has conns under pressure. But 
electricity is different 

No company is likely to pull 
out of national bargaining 
until at least 1992, and possibly 
1993. It is not Inevitable that 
the machiner y will disappear. 
A two-tier structure of local 
and national deals may 
develop. 

Two obligations cm compa- 
nies underpin the national 
machinery. The first is a statu- 
tory responsibility to give a 
year's notice of palling out. 
The second is an informal 
agreement that no company 
will give notice until the last 
company is floated. 

Since the Scottish boards are 
Hkely to be floated in Spring 
199L e nd ftx* settlement (fete 
for the first of the national 
deals is February 1, toe two 
obligations imply fhat the 1993 
wage round should be con- 
ducted at a national IsveL 

Unions hope that the 
national machinery «m be pre- 
served beyond that The only 
single-industry union Involved, 
the Engineers and Managers 
Association, thinks that 
machinery dating back to 1919 
has proved its use in sustain- 
ing stable pay ar rangements. 

Mr John Lyons, EMA gen- 
eral secretary, says the union 
values the tradition of consen- 
sus and consultation in the 
industry not only over pay, but 


on training and health and 
safety. He believes the tradi- 
tion will be worth sustaining 
for companies. 

One reason why some com- 
panies are likely to agree is the 
industrial mus c l e of engineers 
belonging to the EMA and 
craft workers in other unions. 
The ability to “make the lights 
go oat" is a potent weapon, 
and the generators could be 
more at risk from separate bar- 
gaining. 

Mr Danny Ca rrigan, national 
officer of the EETPU electri- 
cians' union, believes that 
national agreements rovering 
engineers, industrial workers 
and white collar-staff are “on 
probation.” He thinks that 
unions must allow local flexi- 
bility within national deals. 

As part of last year’s wage 
settlement of 9.2 pec cent - 
one of the crucial settlements 
in the early s umm er used as a 
benchmark by other groups 
such as striking rail workers — 
a statement of intent on local 
product ivi t y staffing e«*ai« 
was reached. 

Mr Carrigan says managers 
have paid little use has been 
made of this yet because of 
reluctance from local shop 
stewards. However, he attri- 
butes it more to the feet that 
managers have been distracted 
by other concerns in the 
run-up to privatisation. 

The fixture of national agree- 
ments perhaps depends most 
strongly on whether managers 
will find the flexibilities 
allowed within watinnal deals 
enough. One factor in favour of 
the naHmwi ttoaia Js thrir sim- 
plicity and lack of complicated 
bonus arrangements. 

Managers tend to the view 
that companies will increas- 
ingly seek local control of bar- 
gaining. Against the idea of a 
two-tier structure, one says 
that this would mean giving 
away money nationally before 
engaging in inwi tanew Unking 

pay to productivity. 

Few believe the process will 
be quick. “Nobody is going to 
ruBh into the unknown with- 
out thinking carefully about 
why they are doing it," says 
one manager. Some will pause 
before se ttin g up in competi- 
tion with each other for often 
scarce skilled workers. 

The part of the national 
agreements most likely to be 
varied or boilt on locally are 
thonght to be the dividing line 
between craft workers and 


" " lilllWM'li'ld* i 


engineers. London Electricity 
Is in telfcs with unions on mov- 
ing tasks from engineers to 
skilled craft workers. 

Mr Lyons points to an agree- 
ment with PowerGen allowing 

staffing changes to be negoti- 
ated station by station rather 
♦Kmi at company or national 
leveL He says this shows the 
sort of local flexibility unions 
will accept. 

National bargaining is 
undergoing two separate struc- 
tural changes- The first is that 
the small separate negotiating 
council covering about 3,000 
building workers is being inte- 
grated with the large National 
Joint Industrial Council for 
industrial workers. 

The second change is that 
the National Joint Managerial 
Council within which salaries 
for about 1,700 managers were 
negotiated has been under- 
mined by boards offering indi- 
vidual contracts to their man- 
agers and taking them oat of 
the scope of collective bargain- 
ing. 

Only about 400 managers are 
estimated to remain within the 
NJMC, and Mr Lyons resents 
the way in which boards have 
in effect circumvented the leg- 
islation by removing individu- 
als from the bargaining 
machinery without giving for- 
mal notice as required by legis- 
lation. 

The undermining of the 
NJMC seems unlikely to 
spread to the other national 
Joint councils, hot Mr Lyons 
says it is part of a trend to 
"macho management” within 
parts of the industry. He fears 
that the winOTiiwwi tradi- 
tion is at risk from a cultural 

rhllT|gP- 

Mr Lyons, one of the archi- 
tects of a joint union approach 
to privatisation that concen- 
trated cm making the best of 
the change rather than stick- 
ing to blanket opposition, is 
keen to see some of the old 
joint structures remain In 
place in spite of privatisation. 

He has grounds for at least 
rmmp optimism. “Whether pri- 
vatisation leads to fragmenta- 
tion of bargaining is an open 
question,” he says, “ff compa- 
nies want to pull out of 
national deals, the only way 
they win be able to do it is tor 
offering better pay and condi- 
tions. “ 

John Gappetr, 

Labour Editor 
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THE ELECTRICITY INDUSTRY 6 


Malaysia’s electricity monopoly sell-off reveals some underlying difficulties 


Ownership structures are changing fast 


On the slow lane to privatisation A jigsaw of large pieces 


MALAYSIA’S slow progress in 
privatising its electricity 
monopoly, the National Elec- 
tricity Board (NEB), reveals 
some underlying difficulties. 

Deciding to sell it was the 
easy part. The hard part came 
in determining the buyers and 
the price - matters which 
hardly seem problematic when 
selling, say, roads or the state 
lottery syndicate. 

Parliamentary consent to 
sell NEB is required, a staple 
enough task given the legisla- 
tive control wielded by the rul- 
ing coalition of National Front 
parties. NEB is a statutory 
organisation created 40 years 
ago by law. 

NEB unions have limited, or 
no, political clout to appose 
this switch over. So they are 
not fi ghting over the intended 
sale but the future terms erf 
employment and the availabil- 
ity of employee shares. 

The proposed legislation will 
permit a company to succeed 
the NEB and to take over all of 
the Latter’s assets and liabili- 
ties. Ibis transfer was initially 
scheduled to happen on Janu- 
ary L It was put off to Septem- 
ber l, ostensibly to coincide 
with the start of NEB’s 
arraiinHng year. 

NEB will start with “corpor- 
atisation" and follow the route 
taken in privatising the tele- 
communications industry. The 
company is to have two nomi- 
nal shares owned by the Gov- 
ernment, in this case the 
Finance and Energy ministries. 
The share capital could be 
expanded within two years, fol- 
lowed by public quotation. 

(Jnlike previous cases of pri- 
vatisation, NEB's sale was 
planned with foreign investors 
in mind, and their money and 
technology at heart Last year. 
Mr S Sarny Venn, the Energy 
Minister, said the Mhhwt had 
fixed the foreign equity portion 
in the successor company at 25 
per cent 

Three months later, last 
November, the retraction 
came. A cabinet spokesman 
said nothing was decided, not 
even whether to permit a for- 
eign stake. National interests 

must prevail. 

National inter e sts were not 
at stake in previous state sales. 
The indecision amen with the 
difficult justification for selling 
state property to outsiders. 
More so with the NEB. since it 
was touted as more effideot 


and more profitable than most 
other state enterprises. Linked 
to this is the future role of the 
successor company in the 
country's rural development. 
Both matters prick at the 
national conscience. 

Mr Sarny VaDn tried to pro- 
vide the Justification. So that 
foreign companies are present 
not solely to cream the profits 
from the electricity monopoly, 
he said they must meet three 
conditions to have any stake. 
They must pay a premium on 
the shares, provide the finest 
technological management 
package, and offer an accept- 
able 10 to 20-year-long term 

d e ve lop™^ writ plan 

Britain’s PowerGen has 
dropped its initial Interest in 
an NEB stake. Left In the bid- 
ding are National Power of the 
tjk Mini the South erf Scotland 
Electricity Board, which will 
become Scottish Power. 

Negotiations with these com- 
panies have produced nothing 
publicly. Mr Sarny Vellu went 
to the UK last November. Then 
British delegatio ns from Bab- 
cock Energy, Balfour Beatty 
and Northern Engineering 
Industries arrived in Malaysia. 
Balfour Beatty, the en er gy con- 
struction group, may ftwwiifc ir 
an equity partnership in NEB. 

One difficulty with NEB’s 
sale is fixing its worth. 

NEB’s asset value, the Gov- 
ernment says, exceeds lObn 
ringgits, and loans amount to 
4bn ringgits, 65 per cent of it in 
yen. The board says the net 
worth is tarn ringgits, and lia- 
bilities stand at Sbn Hwg gWa. 
Assets, at lObn ringgits, is split 
60 per cent fn generation, 22 
per cent distribution, and 18 
per «mt t ransmission 

The Government thinks 7bn 
ringgits 02.7bn) will buy NEB. 
This is unprecedently high in 
Malaysia’s privatisation pro- 
gramme, but it partly tells why 
the Government Is courting 
foreign investments to supple- 
ment limited local capitaL 

Far the year to August, NEB 
reported a 24 per cent operat- 
ing margin, or QGOm ringgits on 
a turnover of 2.7bn ringgits. 
Profits forecast for the current 
year are the same, with a capi- 
tal and operating expenditures 
at 2.1bn ringgits and L6bn 
ri ngg its respectively. 

NEB’s financial standing has 
still to be verified indepen- 
dently, something Malaysia 
has agreed to. A 10-member 
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Petronaa HQ (behind fw fo rm er Colonial State Seen 
Kuele Lumptv): Hie all pmp may provide cheap gee 


Malayriaii and B tWdi consor- 
tium of accountants «nd engi- 
neering consultants is working 
on it. Members of the team 
include Price Waterhouse, Tea- 
aga Ewbank Proece, Ernst & 
Whinney, Schroders, Morgan 
GresM «wi Malaysian fitter- 
national Consultants (Minco- 
sult), the local engineering 
design group that mb been 
involved in much of NEB’s 
expansion work in recent 
ye ars. 

NEB’s record of profitability 
and asset size is complicated 
by its rural network, which 
looses money. Should the new 
flumpany. bear all fixture costs 


B^WQMW in the past five years. 
A year ago, power demand was 
thought to be growing at 6 per 
cent yearly. However, it Is now 
growing at 13_per cent ami the 
existing Installed capacity wffl 
be inadequate by June next 


of rural electrification? Until 
August 1988, the 1 rural 
operations were fully subsi- 
dised. Since then the board 
met half the costs of rural de^ 
trifleatkm — a me asur e that 
may have hurt NEB’s target of 
a 7 per cent animal return, net 
of operating cost and depreda- 
tion, on capital investment. 

Under the new company, 
thrmg h, subsidies may appear 
in other foams — such as tax 
relief and cheap gas from 
Petxunas, the national oil com- 
pany. 

NEB Is In the throes- of 
unprecedented growth. Gener- 
ating capacity doubled to 


Nuclear Electric pic - Meeting the future challenge 


New investments required' 
for the next five years will 
amount to lObn ringgits. 
Annual operating costs will 
rise even more, by 38 per emit 
to 2Jhn ringgtta a year until 
1995, according to the NEB’s 
latest projections. 

Higher costa- are not due 
entirely to capacity growth but 
also to refurbishing equipment. 
Many, of NEB’s 15 generating 
stations are small (under 
1QQMW) and ald- 

Oil accounts for 41 pot cent 
of heating fuel consumption. 
NEB wauls this portion cut to 
1 pot cant Many stations must 
now th e refore be re-engineered 
for multi-fuel use. 

Gas usage has risen in the 
past decade bum under 1 per 
cent share of the fuel mix to 25 
per cent In two years, it hi 
-expected to rise to a 61 per cent 
share with coal rising from 9 to 
20 per cent. , 

Hydro power has gained cur- 
rency in NEB’s plans. In the 
pipeline are stations at Ulu 
Jend, Pahang state; Neggiriin 
Kehmtaaand Hulu Tranggaim, 
Trenggana. They will provide 
1.160MW compared with the 
1J40MW in hydro power capac- 
ity in 1S89. 

NEB Is able to do financially 
better than ‘most other state 
enterprises because of its tariff 
rates. They are higher than 
most neighbouring countries 
such as Singapore, Thailand, 
and Taiwan. 

There was an eariy indica- 
tion that privatisation may i 
result in lower rates. Bat that 
prospect seemed to have (Undo- 1 
ished given the iHfn«niH«m j 
with the sale. 

Th« WRH awn, tn Wifalr thw fr 

its monopoly may be drfped ! 
away by substitutes, such as . 
gas. A 750km trans-peninsular 
gas for ctmmietkat hr 

t992 will enable homes to have 
gas, and permit Ug users, such 
as oil refineries, to have their 
own power stations. However, 
the gas distribution infrastruc- 
ture is virtually w ntmthtwit. 

The protracted nature of the 
negotiations suggests that 
companies, not merely the 
Government, *are dr i v i ng a 
hardbargata- - - - -- 

Independent auditing 
resolves fin im Hal questions, 
not matters -erf national inter- 
eats. Politicians decide on the 
latter, and that'has gut entan- 
gled with privatisation's goals. 

Lire StangHoon 


THE ASTONISHING speed at 
which the ownership structure 
of the world’s heavy electrical 
OTigiTiwring sector has been 
broken apart andrefonned into 
a wildly different jigsaw has 
been one of the greatest tales 
of reshaping rfnring 

the past three years. 

Car making and dectro n ieg 
are gntag through a «tniii«i* 
process but power engineering 
has been the trail blazer. 

In a welter of acquisitions 
and alliances, two new big 
groupings have been formed in 
Europe; Aaea Brown Boveri 
(ABB) and GEC Alsthom. 

Two equipment makers in 
North America. Westmghouse 
ami Combustion Engineering, 
have been sucked in to tins 
restructuring 

The tog Japanese electrical 
engineering groups, Toshiba. 

Mitsubishi and Hitachi have 
kept largely aloof from this. 

In ■ welter of 
acquisitions, two new 
. big groupings have 
formed In Europe ■ 


But they are showing signs erf 
faSnrami co-opwaticp between 
themselves ana who-doeo-what 


Of tiie large western suppfi- 
os of electricity g eneratio n, 
transmission ana distribution 
equipment only General Elec- 
tric df tile US nwd S)wrnmH of 
West Germany do not have a 
teg cross-product partner. 

Within the past few months 
the hunger for gobbling up 
anything that comes on the 
market has switched to eastern 
Europe. 

- ABB to acqu i ring a majority 
holding In Zamech, Poland's 
biggest manufacturer of steam 
turbines and other power 
equipment 

It Is negotiati ng to form a 
Joint venture between tta ABB 
Kraft werk e su bsidia ry in West 
Germany and VEB Bergmans- 
Borslg. the state-owned power 
plant manufacturer in East 
Berlin. Both ABB'and Stamens 
have, exp r essed an interest in 
buying or setting up a Joint 
business with, parts of Skoda’s 
power engineering operations 


One main question is 
whether s ome o f the newly 
emerged g mi pi n p can work 
in the way mjr should work 
«nd whether they can find the 
ri ght aeninr wumag mn to run 
those businesses. 

• Thin question is most pratt 
hentiy directed at ABB» It was-, 
formed in 1987 from a merger 
of Brown Banal of Switzerland 
with Aeea of Sweden and is the 
world's largest electrical engi- 


neering group with, on last 
year’sngures, 215,000 employ- 
ees, 1400 companies and sales 
of $25bn. ABB says It can run 
this empire because it is so 
decentralised. 

The reasons for this large 
structural reshuffle centred on 
Industrial overcapacity follow- 
ing a elide in worldwide 
demand. 

The world export market for 
power equipment in 1981 
involved the ordering of 
37.000MW of steam turbines. 
TUs stamped to 7,600MW by 
1985, climbing slowly to 

lLOOGMW by 198a 

This pressure was coupled 
with rapidly rising costs of 

development and, in the case 

of Europe, the psychological 
effects of the approach of 1992. 
An and very impor- 

tant factor was the growing 
importance of gas turbine tech- 
nology. This accelerated the 
need fin: c om p an ies to position 
themselves better with that 
technology - usually by find- 
ing a partner with complemen- 
tary products or technology or 
the financial muscle to develop 
it 

The world has seven or so 

large power engineering group- 
imp. In Europe, these are ABB, 
GEC Alsthom and Siemens, 
together with GE in the US 
and the three Japanese compa- 
nies. Westinghonse in the US is 
staying in nuclear technology 
but appears to be easing out of 
conventional electricity equip- 
ment. Meanwhile, the “losers” 
have included a dutch of Euro- 
pean companies in Italy, Bet 
glum Spain, which have 
lost their independence. 

fit the UK. apart from the 
formation of GEC Alsthom. 
Northern tengiwuering Indus- 
tries, a full line equipment 
maker, has been acquired by 
Rolls-Royce, the. aero engine 
company . NE1 subsequently set 
up a Joint marketing and engi- 
neering operation with ABB 
for gas turbine-powered sta- 
tions in the UK market. 

The corporate spark for all 
th e*» d«mg a« was the forma- 
tion of ABB in 1967. Since then. 
ABB has gone on an appar- 
ently unstoppable acquisition 
tenge. 

' fi has bought AEG’s steam 
turbine business in West Ger- 
many, set up a Joint venture 
with Stow ma in high tempera- 
ture nuclear reactors and 
bought tta electrical engineer- 
ing- dUtai of Franco 'Tost in 
Raly. It has set up a seri es of 
joint venture companies with 
Ffnmeccanica/AnsaJdjO in Italy 
and linked up with 
-ItoiMtoyee/NEI-in gas tur- 
bines, its activities in Europe 
have just been extended by its 
purchase <rf tta CCC electrical 
engineering group In Spain 


and In eastern Europe. 

In North America ABB has 
bought Westinghouss's electri- 
cal transmission and distribu- 
tion equipment businesses and 
acquired Combustion Engi- 
neering (C-E) for Sl-Gbn. 

GEC has put lts heavy elec- 
trical engineering business 
into a 50-50 joint venture with 
Alsthom of France, forming a 
business with sales of £5bn. 
This group includes EVT, a 
West German boiler company 
and part of ACEC in Belgium. 

Siemens’ KWU power gener- 
ating equipment business has 
pooled Its marketing, sales and 
development of PWR reactors 
with Framatome of France. 
This company. Nuclear Power 
International (NPI), is in 
de tailed negotiations with Bab- 
cock & Wilcox in the US. 

GE of the US has long-stand- 
ing licensing arrangements in 
gas turbines and in 1988 

Hunger for gobbling 
up anything on the 
market has switched 
to eastern Europe 

announced a joint marketing 
deal in switchgear with 
Japan's Fuji Electric. GEC-A1- 
stham, which had once been an 
the paint of acquiring C-E as 
its North American arm, 
appears keen to develop fur- . 
tiw relations with GE beyond * 
its cooperation in gas tur- 


AH this, of course, raises tta 
question of how these large 
new groupings are going to be 


these big groups described 
them as “amorphous blocs." 

The issue of managing has 
focused on ABB. There were 
even some serious questions 
among ABB’s 14-man board as 
to whether ABB could absorb 
the C-E acquisition after so 
many in Europe. There have 
been suggestions that tta C-E 
acquisition might affect its 
purchase of tta Westinghouae 

hr i frltM ywpq 

GEC-AIstham, which has Its 
own cultural and operating dif- 
ferences between the UK and 
France to overcome, ques- 
tioned whether ABB could find 
the right number of quality 
managers to ran its businesses. 
Mr Percy Bamevik, ABB’s 
chief executive, expresses no 
doubts, saying ABB's decen- 
tralised structure Is ideal for 
absorbing so much. 

The central Issue still comes 
down to which groups win tta 
coders and which can build to 
time and cost and still make an 
adequate profit. 

Nick Garnett 
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As generators of almost 20 per cent of the 
electricity needs of England and Wales, 
we in Nuclear Electric pic have a vital 
role to play in meeting Britain’s electri- 
city needs, both now and in the future. 

We are inheriting the Central Electricity 
Generating Board’s nuclear assets, and 
resources and are a separate, Govern- 
ment owned company. 

We will be working to increase output from 
our stations and drive down their costs 
so as to establish Nuclear Electric pic as 
a competitive generating force in the 
public sector. 

Safety remains our first priority. 

We are committed to safeguarding the en- 
vironment and to be good neighbours in 
local communities. 

Nuclear power is a key element in providing 
diversity of electricity supply. It is also 
helping to limit the greenhouse effect. 

We are proud of our highly skilled work- 
force and with our fine tradition of tech- 
nological achievement, we are confident 
we can meet the challenges which we 
face. 


Nuclear 

Electric 
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THE BESTTONIC FORTHE INDUSTRY’S NEW SPIRIT 
SCH. . . YOU KNOW WHO. 

The new spirit of privatisation wiD demand competitive performances from every electricity 
distributor. As worid leaders in super-efficient metering technology Schlumberger can give 
you exactly the right mix. 

Schlumberger Industries, Bectricity Management, Langer fioad, Fdfcstowe, Suffolk BPll OH England TW: (0394)275842 



Bectridty-Managernent 





odays technology makes it possible for you 


A remarkably efficient system that delivers 


to generate the heat and power your company dramatic all-round savings in energy costs. 


M needs — on your own premises. 

The system is called Combined Heat and Power. 


And not only is Combined s 
Heat and Power efficient* it’s 


>■ ■ Y r ~ ■-& * .. 




It won't cost you a penny, and could soon place 
power quite literally at your fingertips. 

I lb: Mr J.G. Whittome. Room 727. British Gas pic. 326 High Hoi bom. London WC1V7PT. I 
I Please send me a copy oF your Combined Heat and Power brochure- 1 I 1 

\ Please arrange for me to be contacted by your Technical Consultancy Service. □ . 


Here, high-performance turbines or reciprocating environmentally sound too. 




Addr 


engines fuelled by natural gas, generate electricity 


1b discover more of the advan- 


Jlfetepftori 


while \vaste’ heat is harnessed to provide process tages of a CHP system, contact our Technical 


heating, space heating and hot water. 


Consultancy Service, 


i British Gas F i 
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Electricity suppliers are under increasing pressure to improve energy efficiency 

Missed chances on the demand side 


Turbine bound for Barton power station, near the Manchester Ship Canal 
efficiency schemes In the US oiler rebates for old, Inefficient 


AS ENVIRONMENTAL 
concerns dose in, the electric- 
ity supply industry is under 
increasing pressure to Improve 
its energy efficiency, as an 
important way to reduce power 
station pwiiasinns of pollut&lltS, 
such as CO, SO and NOx. 

Oh the global warming issue. 
In particular, while the UK 
remains heavily indebted to 
fossil fuels for its power sup- 
plies and the Government has 
abandoned any early attempt 
to expand alternatives such as 
nuclear power and renewables, 
energy efficiency is wi dely 
seen as the most effective way 
to curb emissions of carbon 
dioxide, while still allowing 
scope for economic growth. 

Some of this can be done on 
thft sudo 3 v side, usincr combus- 
tion technologies that raise 
the rmal efficiency. In a priva- 
tised industry, g en er a tors will 


have aan « incentive to pursue 
these, to cot input costa. 

What Is less dear is why, in 
the context of UK privatisation 
any electricity supply company 
will want to improve effici enc y 
at the point of consumption, 
since their rewards will be 
closely tied to the amount efeo- 
tridty they seQ. 

In parts of Europe and the 
US, the electricity supply 
industries have been investing 
considerable sums on efforts to 
reduce electricity demand. 
During parliamentary debate 
on the 1989 Electricity Act, the 
Government deleted a clause 
inserted by the House of Lards, 
which would have allowed the 
new distribution companies to 
be directed to improve demand 
management performance. 

In the act and the associated 
operating licences, the onus 
remains on the consumer to 


Environmentalists have often turned on electricity supply. Clive Cookson reports 

The case against carbon dioxide 


THE ROUND domes of a 
nuclear power station and the 
umpiring chimneys of a coat 
fired plant are two oS the most 
powerful symbols of modern 
Industrial pollution. The elec- 
tricity supply Industry has 
long been a favourite target of 
environmental campaigners. 

During the 1980s the main 
envir onmental concerns were 
radioactive wastes from 
nuclear reactors and acid rain 
caused fay sulphur and nitro- 
gen «»iTiiiBripTMi from coal-fired 
plants. 

Now, carbon dioxide pro- 
duced by burning fossil fuels is 
widely seen as the most seri- 
ous long-term pollutant 
because it is the main contrib- 
utor to global warming 
through the greenhouse effect 

The scope for switching from 
fossil fuels to nuclear and 
renewable energy sources, 
which do not carbon diox- 
ide, is limited - at least for the 
next 20 years. Technology that 
would make it possible to bum 
fossil fuels without contribut- 
ing to the greenhouse effect, 
either by removing the carbon 
in advance and burning the 
remaining hydrogen or by 


scrubbing carbon dioxide from 
fine gases after combustion, 
could not be applied widely for 
several decades. 

Energy efficiency will be the 
main weapon against the 
greenhouse effect The dectrio- 
ity supply industry is responsi- 
ble for 37 per cent of UK car- 
bon ffinrrirto emissions, a level 
that could be reduced signifi- 
cantly by increasing power sta- 
tion efficiency. 

The best conventional coal- 
fired power stations convert 
only 37 per cent of the energy 
in the fuel to electricity. But 
advanced coatburoing technol- 
ogy could raise the proportion 
well above 40 per cent - and 
reduce the sulphur and nitro- 
gen wittiaghma that contribute 
to add rain. 

One approach is pressurised 
fluid ised bed combustion 
(PFBC). Crushed coal bums in 
a bed of powdered limestone 
(which absorbs sulphur diox- 
ide). A flow of air keens the 
bed in ^mutant motion, bubbl- 
ing like a boiling pan, and the 
whole vessel operates at five to 
20 times atmospheric pressure. 
The first commercial PFBC 
plants, designed by ABB, are 


being bnfft in Sweden, Spain 
and the US. 

In an alternative approach 
known as integrated gasifica- 
tion combined cycle (IGCC), 
the coal first reacts with steam 
and oxygen to produce a raw 
fad gas. TUb is deaned chemi- 
cally to remove pollutants 
before firing in a gas turbine to 
generate electricity. The hot 
exhaust then produces steam 
to power a second turbine. 

God Water, the ptar Bering 
1Q0MW IGCC demonstration 
plant in California, ran suc- 
cessfully for five years up to 
1989. Texaco is adapting Cool 
Water for re-opening in 1992. 
when it will bum a mixture of 
coal and sewage dodge. 

Competing IGCC technolo- 
gies have hem developed by 
jjhdl, Dow mill BHtlah GflS in 
collaboration with Lurgi, the 
West German engineering com- 
pany, among others. The Shall 
Coal Gasification Process has 
been selected by Samenwer- 
kwiiit Etectrldtatts Prodnctie- 
bedrijven, the Dutch electric 
authority, for a 250MW IGCC 
plant to be built at Buggennm 
m the Netherlands. 

In the UK, British Goal is 


developing a "topping cycle” 
pl ant w hich combines features 
of PFBC and IGCC. A multina- 
tional “dub" of corporate spon- 
sors is supporting British 
Coal's work at (frimethorpe in 
Yorkshire. The estimated ther- 
mal efficiency of a S00MW 
plant with a topping cycle is 
above 44 per cent 
Instead of adopting “clean 
coal” technology, it is p ossi ble 
to reduce carbon dioxide emis- 
sions by bunting natural gas in 
power stations. Gas emits only 
half as much carbon dioxide 
per therm of energy as coaL 
The trend towards gas-fired 
plants is hwfrig encouraged not 
oily fry en vir o n mental consid- 
erations but also because, natu- 
ral gas supplies are plentiful 
and competitively priced. 

traditionalists in 
the electricity supply industry 
are warning against over-en- 
thusiastic conversion to natu- 
ral gas, in case the surplus dis- 
appears. And 

environmentalists point out 
that the ad vanta ge of gas over 
coal in terms of the greenhouse 
effect may be less than it 
appears, because significant 
amounts of gas leak into the 


atmosphere during distribution 
and unbumed natural gas 
(methane) cont ribu tes to the 
greenh ouse effect 

Arid rain is a less emotive 
issue than it was a few years 
ago w hen environmental 
groups drew attention to the 
way tt was p ri son in g lakes and 
forests and dissolving build- 
ings. Some of Ihe steam has 
gone out of the protests since 
electric utilities began to spend 
large sums cm equipment to 
reduce emissions of sulphur 
dioxide and nitrogen oxides 
(NOx) from power stations. 

NOx pollution can be 
reduced by nxxfifying the way 
the coal is burned in a conven- 
tional power station. In the UK 
National Power and FowexGen 
are spending £l?am an a 10 - 
year programme to install law 
NOx burners in their large 
ooalfired plants. 

Sulphur dioxide emissions 


cannot be cut by adjusting the 
combustion proceed. They have 
to be removed afterwards by 
“scrubbing” the fine gases. 
Wcridwlde expenditur e on fine 
gas deaulphnrisation (FGD) 
equipment could exceed 9Sbn a 
year during the earty 1990s. 


decide whether to invest in 
ener gy saving measures. This 
approach sets Britain apart 
from a growing somber of Ini- 
tiatives in western Europe and 
US, where consumers and utili- 
ties are offere d finandsl i nCPT h 
fives and face stat uto ry ofchga- 
tkms to reduce waste. ' 

There are two main strate- 
gies: least cost piamitng and 
energy labelling. Least cost 
planning Involves comparison 
by utilities of the cost effective- 
ness of simply and demand 
side Investment options, usu- 
ally unitor obligation from the ' 
state regulator, the Fiddle Ser- 
vice Commission (PSQ. 

A utility is required to show 
that it has explored the oppor- 
tunities for reducing dectricfty 
demand by helping customers 
to adopt energy efficient equip- 
ment, thereby reducing or post^ 

potting the need to Invest in 
new genera ti ng 

The costs are compared on a 
per kilowatt hour (kWh) basis. 
By no means all countries have 
Introduced this, though the UK 
Association for the Conserva- 
tion of Energy (AGE) and the 
US Electric Power Research 
Institute both claim that it 
occurs in about 45 states. 

The US National Association 
of Regulatory Utility Commis- 
sioners (NARUC), sceptical 
about the serious n e ss of some 
initiatives, says some 15 states 
are pur s uing least cost plan- 
ning wholeheartedly. The 
results vary. 

In 1967. the Wisconsin PSC 
offered Wisconsin Electric 
Power Company (WKPCO), a 
private electric utility, with 
just under &0OQMW capacity, 
an extra 1 per emit return, if it 
could cut demand by 125MW in 
two years. 

The company has spent 
some 980m on the pro gramm e. 
To date, 173MW has been eHnti- 
nated from demand and the 
PSC has offered a further 1 per 
cent return if a second 12SKW 
cut can be achieved by 1991. 

Am ong other measures, 
WEPCO'a Smart Money pro- 
gramme offers consumers 
rebates for purchasing energy 
efficient appliances, varying 
from HO to $85 for efficient 
UpMfag tb 9660 for water heat- 
era and savings bonds up to 
9100 if they wffl. turn in old. 
Inefficient air conditioners, 
refriger ator s and fleecers. 

By January 1990, some 
147,000 inefficient appliances 
had been turned in. The Port- 


land, Oregon-based, publicly- 
owned Bonneville Power 
Administration (BPA), a pre- 
dominantly hydro generator 
supplying the Pacific North 
Wert, with a peak load of about 
10.000MW, has spent- some 
9750m since 1981 cm “develop- 
ing its conservation resource” 
and wifi pass $lbn by 1992. 

Estimated demand savings 
are about 300MW, with another 
200MW expected by 1997 and 
600MW to 1.000MW potential 
seen in the next 20 years. The 
commercial return, according 
to Mr John Elizalde, Director 
of Resource Management, has 
been entirely in avoiding new 

generating capital costs. TSiese 
were costed at about 4 cents 
per kWh, where the savings 
programme has worked out at 
about 8 cents per kWh. 

An important strategy has 
been to win political iwpJHwp 
for model consumer wfafmfawto 
for residential buildings, with 
BPA paying most of the incre- 
mental costs. 

These were adapted In Wash- 
ington state in February this 
year and are expec te d soon in 
Oregon. On the other hand, the 
Nevada PSC has found the 
companies reluctant to pursue 
conservation measures. 

Commissioner Mr Michael 
Fttiock says that the PSC is 
considering options for incteas- 

toj? utilities' i-nmiraamtoi incen- 
tives. Mr Pillock and Mr Mike 
Foley from NARUC apeak of 
the need to “decouple sales 
from profits." 

Nevada does not offer utili- 
ties incr ea se d rates of re t ur n. 

fa r rw n wn M Hnn aditoin>niBnfg t 

as in Wisconsin. Utility gains 
must coma front i 
capital prefects and 
says he is “not very encour- 
aged by the results to date*. 

Significant achievements 
have been made, particularly 
on commercial lighting- In 
Europe, least cost planning is 
taking hold. At the European 
Commission, DG XVII (Energy) 
and DG XI ( En v ir onment) have 
been promoting the idea. 

DG XVIF8 Energy and Envi- 
ronment document, released at 
the end of 1989, tocteden it at 
the top of a Hrt of measures to 
be considered in a forthcoming 
“special Action Programme for 
vigorous energy efficiency 
(SAVE).” 

Mr L J Brinkhorst, d irec to r 
general of DG XL In a sp eech 
on February 7, suggested man- 
datory least cost planning, as 


well as mandatory efficiency 
standards for appliances and 
other equipment, as priorities 
for action at community level, 
in the battle to curb CO emis- 
sions. , 

DG xvn is sponsoring a 
series of experiments with 
least cost planning, at Iber- 
duero, in northern Spain, and 
in Schleswig Holstein, in 
northern Germany. 

In Sweden, the state power 
board, Vattenfall, initiated a 
project called Uppdrag 2000 in 
1986, to investigate the poten- 
tial for electricity conserva- 
tion. 

Some SKr400m has been 
spent Leaving aside electrici- 
ty-intensive industry, the study 
has found technical and eco- 
nomic savin gs of 12-19 terawatt 
hours (TWb) a yea r, out of a 
1968 total o f 72TW h- Of those, 
some 5TWh-7TWh are thought 
to be achievable by 2000. 

Mr Morgan Andersson, exec- 
utive project manager for 
Uppdrag 2000, reports that, 
much of the savings in Swe-l 
den, where efficiency stan- 
dards are high, come from 
adjustment of equipment 

A programme of least cost 
planning to implement these 
potential savings, was started 
at the end of last year. In the 
Netherlands, both the Eco- 
nomic Affairs and Environ- 
ment Ministries are 
plans for energy efficiency 
CO reductions. 

The Environment Ministry is 
pressing for CO standards to be 
jwMuri to griiMny environmen- 
tal permits, under a 1989 
National Environmental Plan, 
which requires commercial 
irehases to use 
frMTfmnlngtow far 
SO and NOx emissions, with 

iwna Wto a which jn flnde rim* 
closure, for non-compliance. 

The problem in Britain wfll 
be that fire distribution compa- 
nies, which have most of ' the 
customers, will gain little in 
avoided coats by cutting 
deman d; they wfll simply lose 
revenue. 

Unless the regulatory frame- 
work is altered, demand man- 
agement will be a matter of 
community responsibility 
alone. On tire other band, if 
jananH cuts are required by 
environmental authorities, 
shareholders may see a sharp 

dip In r rtn mn 

Chrfts Clarke, deputy edi- 
tor, FT Energy Economist 
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T his comment explains why so many people in key management positions rely on 
Fiiflfech— the specialist fortnightly newsletters from the Financial Times Business 
Information service. Shouldn’t you be sharing the advantage? 


Get up-to-the-minute information on how new technology affects your industry . . . 
markets . . . investments . . . competitive performance. Simply select the newsletter most 
pertinent to your business: 

• Telecom Markets • Advanced Manufacturing 

• Electronic Office • Mobile Communications. 

Get all four Fiiflfech newsletters FREE 

To help you choose, send now for the newsletter covering your interests. If you wish, 
ask for all four. Normally, this complete set costs £66 a fortnight, but you can sample 
Firfltech FREE of charge. Simply write to Mark Brooks at . . . 

FWIfecH 

FT Business Information Ltd. 30 Epsom Rd, Guildford, Surrey, GUI 3LE 
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3 ? 0483 576144 
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Common carriage proposals .are under scrutiny : 

Borderless power 

CHE EbhjE of a free mark et In . not do so at die of “ comply with EC roles, 

die movement of electricity security of ssppiyto its domes- cow present a large barrier 


THE ESEttJJS of a free market in 
the movement of electricity 
Mmr»ng European Community 
members did not figure in the 
Gonmdsskm'g 1987 Single Euro- 
pean Act. 

ind eed, the size, technical 

tf^e^^or serrtnetiicCOTh 
nmnity's 300m people, at first 

anw norf to aB3mte thfi nnsgUrfl. 

tty of eleetrictty supidy being 
released to the vagaries of the 
marketplace. . 

Yet such was the momen- 
tum behind the free market 
ideology in Brussels that many 
in the Commission argued that 
Europe’s Largest Industry 
a hnnM not he excluded. 

In May 1S88, propos a ls were 
put forward to rranove techni- 
cal, fiscal and administrative 
barriers to a borderless free 
market in electricity trade. - 
The Europea n ele ctricity 
supply industry (ESI) is con* 
cerned that the Comuiisalon Is 
imposing free market princi- 
ples on electricity supply with- 
out ooMBldftrtng whether it is 
possible, and whether the sec- 
tor tts&tf will benefit, 

Ihe Commission argues that 
moves by the European utili- 
ties to modify the proposals 
reflect an attempt to safeguard 
their monopolies. 

Ideally, the flminntmiiin sees 
a borderless market tor elec- 
tricity as enabling Europe to 
plan its power needs as a Com- 
munity, rattier than on an indt- 
-j victual co unt r y 

Utittties would be forced to 
open their transmission 
to competition. Taxation of 
electricity throughout E ur o p e 
would be harmonised. A singe 
market could cut out construc- 
tion of excess generating 
capacity, and even out supply 
and demand needs across the 
12 member states. 

Central to tfrfe id ea is Elec- 
tricity de France (KdFX 
France’s state-owned utility, 
with its surplus of zmdsar-gen- 
erated elect ri c it y . The Comma- 
sion says that EdF*s surplus 
could meet dwmwmi shortfalls 
elsewhere in the Community. 

The most controversial pro- 
posal put forward by the Com- 
mission to further this aim was 
that of common carriage tor 
the European grid. This pro- 
posed that the grid would be 
open to anrfi an iwfan* that 
any EC customer would be 
aide to buy power direct from 
any EC supplier. 

Some trade could, therefore, 
bypass utilities altogether; a 
big Industrial customer in 
West Gesmany would be able 
to ign o r e Us local utflily 
buy electricity from EdF. 

finnunon iurrlugn In parHwi. 

lar Mghfighta the complexities 
involved in deregulating the 
European ESL 

Far firom benefitting, the 
maturity of EC utilities have 
protested that common car- 
riage would run directly 
counter to their interests — _ 
Including EdF, who, in theory, 
stood to hapafit from increased 
export opportunities. 

The proposals ignore the 
basic fact that a utility's fore- 
most responsibility is to supply 
the customers in its own area. 
White EdF may want to export - 
its ampins electricity, it wIH 


■ not do so at the expense of 
security of supply to its domes- 
tic customers. To uHOttes, 
c reatin g such a free market 
strikes right at the heart of 
thrir security of supply. . 

Although many import 
power whea it softs than, no 
utility likes to depend , cat 
imports entirely to meet its 
demand For jpnnwpte . ENEL, ■ 
the Italian state-owned utility, 
imports about 15 per cent oft 
power needs: Yet the utility Js'. 
desperately seeking to reduce 
tids dependence., . 

ENEL has been |h 

its rejection of common car- 
riage as a threat to its attemnts 
to build up Italy^SSS 


EC utifltite argue that etec- 
trtetty.cannot be treated as just 

anntnay ^np in ffi H i y ln pi py . 

kebfdace. It Is not a tangible 
commodity Btacfl, and cannot 
easily be stored.lt can only be 
transported via one, means, 
Electricity supply is also a 
vital national Industry which 
most countries, p r e fer to keep 
under their own control. 

Utilities maintain that -an 
open market in electricity 
exists. Large volumes com 
stantiy flow across European 
borders. But the difference la 
that this trade Is based on 
co-operation, not competition. 

For the most part; power 
exchanges across European 
borders are a balance,, of 
imports and exports by mem- 
ber st a tes . They are used as a 
load management device; It 

The Commlssioti 
-argues that the 
utilities are trying to *■ 

. safeguardihetr 
monopolies 

may be cheaper at certain 
times for a utility to Import 
power. . 

There am a few exceptions. 
EdF has contracts with the UK 

rtkmdne toflhe^UK ptivaftot 
tion) and Italy to nimy elec- 
tricity. The Weat German 
utility KWB has a longterm 
arrangement to supply Luxem- 
bourg. Spain supplies large 
amounts of power under con- 
tract to Bortn^L 
Most exchanges, however, 
axe on an hour-by-hour spot 

twain, rathw f ftwi. a COUtmO* 

tual one.' They are a tt e m p t s to 
improve utilities’ supply seen- - 
rity, rather than to make a 
profit on electdcttysales. 

Utilities stress- it Is this 
co-operation. not . compe ti tion, 
which skomd .be pro m pted. A 
recent deal was struck onihte' 

haria, painm ipfaitl hy Wiw tr itarrial 

market proposals, between 
EdF, Spam and Portugal. EdF 
wffl. supply power to ratond, 
and same to Spain, via the 
Spanish grid. But fids is not 
EdF merely using a right of 
open access; it is a careftaHy-ne- 
gotLated contract between 
three utilities which an stand, 
to haw***!*, 

A large problem with com- 
mon carriage proposals Is that . 
Switzerland and Austria, two 
countries (wntw ii to the Euro- 
pean grid, are not m e m be r s of 
the EC. As they do nothave to 


could prese n t a large barrier 
to free market exchanges. 

An impetus behind deregu- 
lating the electricity market 
was the idea that EdF had a 
surplus, of dwm , nnclear-gen- 
erated power winch could meet 
dmnand in the rest of the EG. 

■ But- although EdF does hove 
-- sulphas nuclear capacity, this' 
theory does not take into 
account EdFs own particular 
. load requirements. 

: Recent evidence suggests 
- that although EdF wants to 
extend fixture exports, it wffl 
not be . interested in signing 

• aTwriirtrfy flp n wmhwifr . 

EdFs demand fo very sus- 
ceptible to temperature 
Change; when it gets cold EdF 
peeds to use all tts g en e rating 
capacity -to meet its own 
_~deman&.~Ev)6nt8 such as last 
Sear’s drought, which reduced 
hydro, capacity and affected 

un rk wr jiant, meant EdF 

to rely on imports. 

So EdF will insist that 
apart contracts nan be inter- 
ntpted, which win mean that 
no utility will be able to rely 
on setch: contracts instead of 
bnriWnf.their own plant. 

Et Industrial customers 
need the assurance of a firm 
c ontra ct in sttda a vital area as 
electricity, especially If the 
au gpl i er is thousands of udles 
away. Their local utility, 
passed over in favour of EdF, 
lg unlikely to he willing, or 
■- eve n aMa, to step in and sup- 

^ -The company could always 
. invest in own generation, but 
.would wiflpT be p mhlht . 
ttvely expensive, or would take 
away the advantage of the 
direct contract, EdF may be 
reluctant to supply cheap 
power to foreign Industrial 
consumers, thereby enabling 
faun to. undercut their Fkencn 
rivals. 

When Dealt direct i ves were 
produced in mkUnly last year, 

t fift Hn m w i lw rfni^ . n ^trff lpdgwi 

a more cautions approach, say- 
ing it would be unwise to force 
sudden pressure on sectors 
unaccustomed to ' change. 

Common carriage proposals 
gave way to the much leu 
extreme ones of common tran- 
sit TUs proposes a rigid of 
transit on large, integrated 
higt voltage grids within or 
between member states, but 
not to tidxd parties. 

In other words, EC utilities 
will not yet be ahle to contract 
to' supply aadi other’s indus- 
trial customers. These draft 
dire ctives tax bring debated in 
the European Fatfiament - 
'The Oomudssion has bad to- 
move slowly over the pest IS 
months towards an internal 
energy m uch -*mntH«i 

frinn tts original proposals. 

January EBS3 may well see an 
increase in trade between EC 
utiltttes, but not the free, dere- 
gulated market that the Com- 

wrinainm |)ff Bljl^ ,* 

The fact is that, whereas the 
EC la the creation of politi- 
cians, the ESI is the creation of 
engineers, and in the end the- 
ory will have to bow to prac- 
tice. 


David Marsh reports from West German 


Plugging into the Eas 



TOE WEST German electricity 
supply industry is preparing 
with relish to take maximum 
advantages of the opportuni- 
ties opening up in eastern 
Europe. But by far the greatest 
chances of increases in mar- 
kets come from the Federal 
Republic’s own backyard. East 
Germany. 

As m omen tum towards Ger- 
man unity picks up. West Ger- 
man electricity companies wfll 
be able to move e astwa rds in 
three wain areas. 

One will be the building of 
more wWichsit power 
to replace East Germany’s 
aged mid highly polluting gen- 
--Sp erating plants. The second wffl 
. be in direct transmission of 

electricity to the East via an 
updated and expanded grid 
network. The third encom- 
passes the ch all en ge of supply- 
ing adequate environm ental 
protection equipment for exist- 
ing plants. 

The questions of power sup- 
ply and the environment are 
interlinked. In no other field 
has East Germany more com- 
pletely abandoned the pretence 
of Independen c e from its pow- 
erful western neighbour. 

West Germany’s scepticism 
about nuclear energy has leap- 
frogged across the Elbe. West 
German magazines have high- 
lighted the gross safety risks at 
the Soviet-designed Greifswald 
-nuclear complex in the north 
of East Germany. Mr Klaus 
Topfer, the Bonn Environment 
Minister, who has been scath- 
ing in his condemnation of the 
Greifswald hazards, recom- 
mended in February that two 
of the reactors be closed down. 
Almost as if they were grateful 
for the initiative, the East Ger- 
man authorities complied 
straight away. 

More than 70 per cent of East 
Germany's primary energy 
Lo nsumpt ion and more than 
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Mans TOpfer: acafhl nq 

per cent of its electricity stems 
from burning of higbly-pcdlut- 
ing lignite, to 1988,. East Ger- 
many w™nrwri 310m tnimai 
of it - one of the areas (apart 
from Its density of secret 
police) where East Germany 
occupied the international 
number one spot. 

Phasing out ttgntte-burnlng 


Veba, whose former head- 
quarters were in Berlin, is the 
successor of a company run by 
tiie Prussian state which had 
large electricity and coalmin- 
ing interests throughout the 
northern part of pre-war Ger- 
many. 

Over tin prospects of new 
power generatin g capa city. 
Kraftwerk Union (KWU), the 
pow er fflvistan of Siemens, the 
large electricity group is likely 
to stales out a riwtm to build 
more coal-fired 

Nuclear opposition wflfcco- 
atrain the market for new 
Btn miR power itfrtlNw — Just 
as ft has cat into the mark et in 
the West. However, KWU and 
other parts of the West Ger- 
man nuclear Industry are 
urging plans to continue 
N-plant building on the 
grounds that thin jg ultimately 

a “deaner"' option than con- 
struction of fossil-fuelled 


pittas for Wert: Goman utili- 
ties. PreussanKlektra, the eteo- 
tricity supply subsidiary of the 
Veba energy and chemicals 
conglomerate, started piping 
current to Bart Gesmany at the 
beginning of file year tinder a 
previously-negotiated trans- 
mission agreement. A prime 
condition for further deals 
however will be th e renovation 
of the badly run down trans- 
mission network. 

Veba wants to Intensify elec- 
tricity co-operation. One of the 
reasons why Veba held back 
from high-profile public 
y mnflntMMtuaifai is because it 
does not want to damage East 
German sensitivities about a 
“seUsHJt* to foe Wert. 


There is however agreement 
nwwmg both the pro- and antt- 
imrim lobby that energy sav- 
ing is the key to reducing East 
Germany’s pollution. Large 
parts of the West German 
mechanical engineering Indus- 
try can be expected to profit 
from a drive to install less 
energy intensive plant and 


tion field, where West Ger- 
many has attained European 
leadership In areas sneft as 
remcrralrtptdhitantsfitHnfhiB 
gases, important suppliers of 
environmental technology 
equipment see- East Germany 
as a natural market 
In January, East German 
experts hold talks with EWE, 
tiie largest Wert German utiL- 
ity, cm bringing Wert German 
experience and know-how to 
tire Bert - a Bow of expertise 
which is likely to continue 
unbroken for yen® to come, i 


MR PIERRE Delaporto, 
chairman of Electricfte de 
France (EdF), is not a man to 
fflinfo ]^g words. 

"Last year was a catastrop he 
on the financial level The situ- 
ation of our company has 
become preoccupying,” he said 
recently. . 

The state electricity pro- 
ducer made a loss of FFrtfan, 
its second successive year of 
losses and the sixth time in the 
last decade that It has bean to 
tike red, 

. Same of the reasons for the 
deficit were exceptional prob- 
lems, wtdeb. may not recur. 

. to particular, summer of 
1989 'was erne of the hottest and 
dryest that France 1ms experi- 
enced for years, and the 
drought prevented Ed F not 
only fr fwft t -niitiiTig jfay hydro- 
electric power stations as 
much as it would have li ked 
but also from cooling Its 
nuclear power stations. The 
result was tint it had to double 
its use of more costly thermal 
generat or s. 

The c ompany also sug ared 
two sets of tadwiwi difficul- 
ties on its 1300MW series of 
nuclear reactors: welding 
faults oh pressuriser seams, 
and, more worrying, deforma- 
tions and cracking on steam 

The 180GMW series reactors 
were, therefore, available only 
62 dot cent of the . time, com- 
pared with. 72 per coot in 1968, 
This increased EdFs use of 
costly coal and oil-fired genera- 
tors. 

For Mr Delaparte, the real 
problem. Is in th e wrins nf the 
Government, which will not let 
Mm raw fila iwwipany anH ftg 

pricing policy in a senstbte way 
- or even to the way that it' 
agreed in a four-year plan 

ptoStem is an error in 
tiie thought processes of our 

aharmhnJrtm- who WSUtS US tO 

aim only for break-even and 
for who foe Idea of. a public 
service company making prof- 
its Is indecent. If we budget on 
breakeven at the start of tbs 
year, then one year in two wa 
will end up negative. The solu- 
tion is childishly riwmfae you 
budget on a surplus of a couple 
of button francs at the start of 
the year,” Mr Delaparte said. ' 
■ This is particularly annoy- 
ing, Mr Delaporto says, 
because it helps to arouse tiie 
suspicions of competition 
authorities at the European 
Commission ev e ry time EdF 
reaches a power supply deal 
■Wi im farfiHitrfoi customer. 

Its innovative contract with 
Fecbiney, which is bufldtng a 
new aluminium smelter at 
Dunkirk in northern France,, 
has been approved by tiie Com-, 
mission, but a contract with 
Exxon Chemicals is being 
investigated for- possible unfitly 
state subsidy. 

“We lose money one year in 
two, mid a company which 
Into money ana. year in two 
can only he sus p ect in tiie eyes 
of Brussels,” comments Mr 
Delaporte, adding that Sir Leon 
Britten, the Brussels Competi- 
tion Commissioner, is "not a 
fanatical friend of state comps- 


George Graham assesses Electricity de France 

When profit is a dirty word 



wouldn't have had to run my 
coal and even my aU-flred sta- 
tions for eo long last year,” ha 


It is indisputable that France 
has become a large exporter of 
power, and the Government 
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nles, nor particularly franco- 
phile.” 

EdFs four-year plan should. 
In theory, provide it with the 
necessary framework for 
improving its flnsnctal posi- 
tion. With the ton, sign ed 
with the Government in April 
1089, EdF lm imdartMlwn to 
reduce its drift by FFrUObn by 
1992; to restrict its price 
increases to L5 per cent below 
the rate of inflation, with a 
particular effort to Innit price 
rises for corporate customers; 
and to improve its products 
and services. 

Last year, however , the price 
rises snowed by the Govern- 
ment over the course of the 
year a mo u nted to an average 
of 0.6 per cent The budget at 
the start of the year had 
planned on an average of 15 
per cent, and that was based 
on an forecast which 

turned out to he one percent- 
age point lower than reality. 

“a we were co nv i n ce d that 
the delay to allowing us to 
raise our tariffs was necewaty 
to kee p the franc safe on the ; 

m arke ts, to worfagtediy sac- ! 
xifice on the altar of the father- 
land. but we do not believe it 
for a moment,” Mr Delaparte 
sufaL 

Besides its financial results, 
MFb enoonou B nudear gener- 
ating capacity, the largest in 
the worid except for the US, is 
another cause for suspicion. 

With. 55 reactor units con- 
nected to tte grid, and a capac- 
ity of SSjOOOBCW, EdF derives 80 
per cent of its power from 
imeiaar energy. 

ft is often accused of having 
buflt too modi wnphwr capac- 
tty, and of hay ing; th erefore, to 
dump current on outer coun- 
tries. No new reactors were 
brought on stream last year, 
but another eight units are 
nw*i«y construction on fou r dif- 
ferent sites and due to lfadc to 
tiie French e l ectricity network 
by 1998. 

Mk Ddaporte firmly rejects 
tiie c&dm that EdF has nndesr 


Tf i had overcapacity, I 
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A OvMm of Badness International 


this outlet. 

“We have a structural advan- 
tage i n this domain, and pot 

Idas,” said Mr Roger Fanroux, 
the industry minister, in a 
recent speech on energy pollcy. 

Mr Fhuroux added that be 
thought it was well within 
reach fra: EdF to double its 
electricity exports to over 
FFri5bn, and that together 
with exports of fuels and 
retreatment services the entire 
nuclear industry could repre- 
sent over FFrtObn a year of 
exports for France. 

Most of EdFs e xpa ts are to 
c ontine n t a l Europe with lead- 
ing customers hi chiding Swit- 
zerland, which Imported 
12.7TWh last year; and Raly, 
with lLOTWh of i mp orts. 

EdF has signed an agree- 
ment under which it will sup- 
ply power to Bor t igd via the 
Spanish grid. The straight for- 
ward coat of trans port , around 
7 centimes per kWh, would 
have made the deal uq p wflto - 
ble, but by an Interactive 
arrangement with the Spanish 
power authorities ft was possi- 



Roger Feuromc EdF could double K* exports to over FPrll 


We to work out an economi- 
cally viable contract 

The UK, however, with 
which France has a direct cur- 
rent cross-Channel cable, is 
EdFs biggest single custo mer, 
with net imports of iSTWh last 
year, the «wn» level as in 1388. 

Mr Delaporto is, neverthe- 
less, concerned about develop- 
ments in the UK electricity 
industry. EdF expects to be 
present on the reorganised 
Britteii electricity as a 

power supplier, but is still 
unsure of what rules the game 
will be played by. 

“Even the liberals are begin- 
ning to be inhib ited by what is 
happ ening in the UK. As priva- 


tisations go, this one looks 
more like a chain-saw massa- 
cre,” he said. 

In the meantime, plans to 
double the capacity of the 
cross-Channel power cable 
seem to face considerable 
delay. Clients and bankers 
have said they are ready to 
contribute to th« financing of a 
second line, but the UK wants 
the new cable to emerge to the 
west of London, not right next 
door to the w^gting connec- 
tion. 

This will make it much more 
costly to build, probably about 
£lbn, according to Mr Jean 
Bergougnonx, EdFs "«magfng 
director. 
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for POWER TRANSMISSION 
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Over eighty years of experience in engineering 
power solutions world wide is available to meet the 
c ha nging needs of the National Grid Company and 
distribution companies. 
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THE TRIBULATIONS of the 
Thatcher government in its 
efforts to privatise the UK ele- 
ctricity industry show similari- 
ties with the dehate in the US 
about how to subject its own 
sprawling system to the disci- 
plines of the market. 

The two industries could 
hardly be more different, but 
that tnnltM the parallels all the 
more revealing. Whereas Brit- 
ish electricity was supplied by 
a centrally run state monopoly 
dominated by the Central; Elec- 
tricity Generating Board. <anrt 
two smaller utiliti es for Scot- 
land), Americans are supplied 
by some 3,250 undertakings, 
with most of the generating 
capacity privately owned. 

In spite of their much 
greater diversity, however, US 
electricity utilities have oper- 
ated under the same central 
presumption of Britain’s 
nationalised industry: that 
they are granted a monopoly in 
their .territory in return for a 
guarantee that they will main- 
tain supplies to all customers 
and on condition that they sur- 
rendered the power -to set 
prices. 

Utilities in the US must 
apply to State regulatory com- 
missions for permission to 
raise tariffs, to change their 
structure and even, in some 
cases, to lower them. 

In Britain, the Government 
has pretended disingenuously 
to keep at arms length from 
pricing decisions, but it has 
used the tiwnnrMi targets set 
for the industry to maintain 
close control over general pric- 
ing levels. It has intervened 
directly, to change relative 
prices, for example by support- 
ing a scheme which cross-sub- 
sidised larger industrial cus- 
tomers at the expense of 
domestic consumers. 

This combination of monop- 
oly power and official interfer- 
ence has created dissatisfac- 
tion on both sides of the 
Atlantic. 

In the US, the presumption 
that ntihtipc should be guaran- 
teed a a “fair" rate of return on 
their assets, resulted in steep 
price increases in the late 
1970s, when rising interest 
rates and fuel prices and the 
failure of the nuclear pro- 
gramme conspired to end a 
long era of declining costs. 

When regulators started to 
refuse to allow utilities to 
recover the costs of “over-ex- 
pensive” or unwanted plant, 
utilities stopped building. Now, 
faced with a revival of electric- 
ity demand, particularly on the 
north-east coast, the same utili- 
ties are increasingly looking 
towards small independent 
producers to supply their 
needs under contract- The new 



Max Wilkinson compares the US With the UK 

Free market fears 


plant, often gas turbines or 
combined cycle coal fired sta- 
tions, -are more efficient and 
may be only a tenth of the size 
of tire large power stations of 
the late 1970a. 

The- excessive cost of large 
plant and the tenure of the 
nuclear programme similarly 
shifted attention to the possi- 
bilities of smaller competing 
power suppliers in the UK. 

However, the prospect of 
large numbers of small inde- 
pendently owned power plants 
has begun to raise urgent ques- 
tions about the kind of market 
that may be needed in the elec- 
tricity industry of the future. 

In the US Independent gener- 
ating companies may not 
always want to be tied to their 
loral utility by long term 
exclusive contracts. Even if 
they are, everyone will benefit 

if neighbouring utilities engage 
in vigorous trade to ensure 
that the most efficient plant is 
used to the maximum extent. 

Hitherto, exchanges between 
utilities have mostly be within 
exclusive co-operatives or 
dubs called “pods”. Members 
agree to back each other up in 
em er gencies and to share the 
benefits of pooling their best 

plant 

Although quite e ffe c ti ve in a 
world of territorial monopolies, 
these pools do not measure up 
to fh*r aspirations of big compa- 
nies and hidependent electric- 


ity producers which would like 
(in principle at least) a gramme 
market for the trading of 
power. 

Is a free market cdnceivable 
in an industry - in which all 
suppliers and all producers are, 
Instantaneously connected by 
the power lines, where all must 
co-operate against the overrid- 
ing danger of power failures 
ana where co-operative scfaed- 

ln both countries 
compeflton In 
electricity Is turning 
out to be an animal 
with a vicious tail - 

uling of plant is the accepted 
way of reducing overall costs? 

This is the question which 
the Thatcher government was 
forced to confront with embar- 
rassing rapidity after it decided 
in the summer of 1967 that 
electricity would be the next 
great nationalised industry to 
be returned to the private sec- 
tor. 

The decision was driven by 
ideology and political expedi- 
ency rather than a dose under- 
standing of how an electricity 
market might actually work. 
Indeed some of the early com- 
mentators wrongly assumed 
that the US industry, being pri- 
vately owned, could be used as 
a free market model. 


Largely because of this error, 
the privatisation plans were, 
driven into an impasse in the 
summer of 1989, from which 
many in the industry believed 
they could not be rescued, ft 
was only by changing her 
Energy ’Secretary and by aban- 
doning the ldp«l of a free maiv 
ket for the time being, that Mrs 
Thatcher was able wrap the 
industry imn parfrag p q accept- 
able to the bankers and bro- 
kers organising the gala. 

For eight years, the 12 distri- 
bution companies will be guar- 
anteed at least partial monopo- 
lies in their territories and the' 
two generating companies 
south of the border will have 
Mtfla difficulty ih hang in g on 
to most of the business. But 
after that? 

Well, a go v e rnment ' 

will be in power, btzt it Is possi- 
ble (some say likely) that com- 
petition will break out on scale 
that would malm US utilities 
ehnfldgr with anxiety. 

They shudder because the 
idea of a free market in elec- 
tricity is futuristic. It has 
never been tried on a large 
scale anywhere in the world; it 

d qimih on thA ability of high 
speed computers to solve large 
numbers of continuously 
changing equations; and u 
derives from a theory devel- 
oped in the US only in the last 
decade. 

The reason that an electric- 
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By ma rke t lgiao complex ls 
that the ordinary economic 
equilibrium between buyers 
and seUere found in W idium 
for apples re pears most stmnl- 
taneously satisfy the physical 
demands of the network. 

At every instant throughout 
the network, supply mast 
exactly match demand. If it 
doesn't, the whole system may 
be subject to cascading power 
failure^: One reaaop.is that 
when customers sWttch on 
their ligh% they ex^Stto go 
on, TStere-isnopravisionlnthe 
average home M a nuot fce to 
appear Saying “Sorry the-XYZ 
Fbwer Company 'Is sold out of 
electricity today* 

Because electricity (unlike 
gas and oil) cannot be stored, 
economic ami physical equilib- 
rium most be achieved simul- 
taneously at every point in the 
network. This is made even, 
mototomptax bribe bdW 
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JAPAN 


iw l iiHTi i-nWwi even in a simpli- 
fied form. 

No wonder that the US Con- 
gress has shown little desire to 
embroiled in an Issues 
in which such complex theory 
is only the ov e rt u re, as it were, 
to an i n volved plot of conflict- 
ing commercial .and political’ 
i nte rests:. 

The same is roughfyfrue in 
the UK The Government hav-i 
lug marched bravely towards - 
the ideaoif a competi ti ve dec-' 
tricity market in 1888, has 
since beat a hasty retreat to 
the familiar ground of parley- 
ing with monopolists. 

In both countries competi- 
tion in electricity is turning 
out to be an animal with a 
vicious tail and much sharper 
teeth than politicians Hke the 
sight of 

Power Monopolies and the 
Challenge ef the Market, Max 
Wilkinson, published by the 
Energy and Euva o miienta l Pol- 
icy Center, John F Kennedy 
School of G bvei r iment Harvard, 
79 John F Kennedy Street, Cam- 
bridge MA 02138, USA. 


from geaaafog to, customer (a 
significant part of the price) 
varies cantinnousfy and rises 
rapidly when ttm fines become 
congested. „> f 
fmrfwan nf a skuae srot nraob r 
as one might have in, say, a 
corn exchange, an electricity 
market may require large num- 
bers of spot prices to be calcu- 
lated in itif fe n wt parts of the 
network, and the prices for 
transmission would vary, in. 
relation to these spot/pd**®- 11 
Far those interested, 1 have) 
explained the theory and some 
of the implications in a rece n t^ 
Harvard University jjwper. The* 
essential paint is tfta* m pmftarf. - 
fo electricity, th^^k«SSM; 


OVER THE lust two years, 
Japan’s Jiinistiy of Interna- 
Industry 

c&ses te'tonsuteera. It seemed 
-fe a good idea'-at.fboittae, 
©specially to consumers. 

The recent rise in odl costs 
together with the sudden 
decline of the yen against the 
US doflar have rained on the 
electrie power industry’s 
parade. Moreover, a belated 
rise in anti-nuclear activism 
begd^to dda^fmos H 


Power (TtapcoX tire hugest pri- 
vate sector po w e r company in 
the world. 

The co mp a nies generated 
633.41m kWh last year. As 
Japan has few indigenous 


: recent year* to shift the bulk 
;©f their ^production frtrtu 
i imported. /yossIT'' fuels to 
; nuclear. >'-V 


cent and hydraulic 12.5 pot 

Since tiie mid-1980s, the rela- 
tively stable environment in 
which the companies worked 
has been repeatedly disrupted 
- first by the rise in the . value 
■fit Hip . yen, therf'imnbBqg oil 


; gence of a strong ariti-nuctear 

■ itWra fe rnant; 

Tik&e forces can be , seen at 
I waric ih the companies^ profit 

< performance. In the $ear to’ 
March, 1967, for example. Tep- 
ee's pretax profits rase 29 per 
emit to Y444bn, thanks mainly 
to the impact of the high yen 
on imported fuel prices. As a 
result, M1TL ordered the com- 
panies to lower their rates. 

In the past year, the price of 
. ail has risen and the yen has 
weakened, with devastating 
effects. In the year to March 3L 
1989, the company is estimated 
to have made only YlBObn in 
pre-tax profits. A cut in the 
dividend may be in the offing, 
but otherwise the company .& 1 
optimistic that it- tan manage 
with the lower rates. ? 


“Our shareholders may, be 
disappointed, but we are enjoy- 
’ Ing.a high increase in demand, 
so wo can 'ideal .with rates at 
the current level,” says Tokyo 
Electric Powers Company. - 

The. companies' more sub- 
stantial worry is the anti-nur 
clear grounds well which has 
swept through Japan in the 
past two years. Initially as a 
result of the Chernobyl acci- 
dent 

The Japan Socialist Party, 
the leading opposition party is 
committed to a freeze on future 
nuclear power development 
and entiittudtear grpups have 

Following'^an^ accident^al^ 

nuclear plant in northern ■ 
J&pan that was poorly 
explained to the public: ■’ 

£n mid-March, a fire that 
notice suspect was set by anti- 
nuclear activists killed one 
fireman and destroyed vehicles 
at a building housing the 
offices of the government-run 
Power Reactor and Nuclear 
Fad Development, in Tokyo. 

The. group is building 
Japan’s first . nuclear waste 
re j ft HK f flgiwg plant and is head- 
ing the development of the 
country's prototype fast 
breeder reactor; In a recent 
mayoral election in the town 
where the -recycling .plant is 
bring buffi, the candidate who’ 
won ran cm a platform calling 
for a temporary freeze on the 
construction of the plant 

Even though the future role 
of nuclear generated power in 
Japan appears less certain 
than it (Un even two or three 
yews ago. it Is far from bring 
on the verge of extinction. 

- Some 98 nuclear plants operate 
in Japan, with 13 under con- 
struction and four more 
planned. ■* . 

Nuclear power supply as a 
percentage of total electricity 
supplied by Japan's nine lead- 
ing dectxic utilities, including 
TEPCO, declined from 30.7 per 
cent to 28.0 pot cent from 1987 
to fiscal 1988, stemming from 
fewer plant openings and more 

than nsnai number of unit 

inspections, according to the 
Japan Electric Power informa- 
tion Center. 

By fiscal 1998, nuclear power 
will make up 35 per cent of 
total ‘ generating capacity, 
according to the Central Elec- 
tric Power Council; which 
plana development and co-ordi- 
nates among the nlna utilities. 


TEPCO generates more than a 
third of its total output from 
nuclear power and aims to 
raise that share to 42 per cent 
by 1998 k . 

TEPCO says the rising price 
of oil and the weaker yen make 
nuclear power sources more 
attractive than at any time 
since 1980. when oil prices 
soared, making any switch 
back to oil even more unlikely. 

Japan's continuing strong 
economy, which saw power 
consumption increase unex- 
pectedly by 5.4 per cent last 
year to 672Jbn kWh. means 
Tepco and other electricity 
generating companies wzU be 

K tE ffp tng up capital investment 

rather than catting beck to 
bolster shortterm profits. 

In the short 'run, -the only 
alternative is to reduce run- 
ning costs. To So this; Tepco 
plans a two-pronged strategy: 
first introduce thermal power 
generation technology in order 
to reduce fuel consumption per 
kWh. Second, to reduce main- 
tenance costs, for example 
street .utility pole maintenance, 
personnel costs and labour, 
without jeopardising safety. 

Industry sources say the 
■main challenge confronting the 
electric power industry is not 
■finding substitutes for nuclear 
power,- but drumming up pub- 
lic support for it. 

An revised long-term energy 
report from Mm due in May » . 
may throw the anti-nuclear *■ 
forces a sop by moderating pre- 
vious ambitious forec asts for 
nuclear capacity, but MIT1 ami 
toe industry will be working 
hard to try and win back pub- 
lic support for the nuclear pro- 
gramme. 

A recent study by brokers 
Salomon Brothers in Tokyo 
predicted- that the- companies 
will be forced to develop more 
thermal power stations in the 
future in response to environ- 
mental concerns. 

“We predict that the lion's 
share of any increase in 
Japan’s energy needs will be in 
the form of liquefied natural 
gas, which offers the lowest 
level of carbon monoxide and 
carbon dioxide of all 

the fossil fuels and is free of 
toe negative sentiment that is 
associated with nuclear 
power.” 

Chris Peny, 
Tokyo 
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Hear them at the Moscow Conference. 

Finance, Investment and Trade with the Soviet Union. May 30 & 31, 1990 


TfiwTII hear and meet some of the most powerful 
men in the Soviet Union. People with views that haven't 
been expressed before. Views that might well change 
your thinking. 

OECD speakers include Mr Stephen Bechtel Jr, 
Chairman* Bechtel Group, Dr W F Duisenberg, Presi- 
dent, De Nederlandsche Bank, Mr Francesco Gallo, 
Director of International Activities, Fiat, Mr Ryoichi 
Kawai, Chairman, Komatsu, Dr Axel Lebahn, Director, 
Deutsche Bank, Dr Klaus Liesen, Chairman, Ruhrgas 


and Mr Otto Wolff von Amerongen, Chairman, East- 
Wist TVade Committee. 

The programme will cover the nature of political 
change in the USSR, the economic reform programme, 
finance and trade prospects and how the Yfest should 
respond. 

The Royal Institute of International Affairs and 
IMEMO, the Institute of World Economy and Inter- 
national Relations of the USSR Academy of Sciences 
are co-sponsoring tire inference. 


Ihred, Visas and accomfoodhttofral^t^ f“ ' ’ — 

Mezhdunaroduayawill be arranged by a suss*. - v c ^ 

. . , ■- ■ . . J 5 Tfeaaa send me fnrtftet details tl ’ Pfeate reserve me a place □ 

business travel to the Soviet Utpon.,^ ^ * , . fi» $«l SWPH* - ; Financial T^^CqnfaaKC Organisation; 126 Jermyn Street, 

■ i .. Uto^TFTCDMFO hMna 

Times Conference Organisation bn Uondon $25 2323. ] f tow pe^tinn " * 

. £arly registration's strongly •*> . 
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Toyota deal. New technology centre, Orimulsion, a new fuel. 


At PowerGen, we’re constantly striving to break new 
ground. 

For instance, work is starting, on our new energy-efficient 
power station at Killinghoime, South Humberside. 

We’ve also agreed to purchase the entire output of a North 
Sea gas held as well as having announced plans for a joint 
venture for the transportation and supply of natural gas. 

In Derbyshire, we have agreed in principle with Toyota to 



supply an energy and infrastructure package to its new car plant 

At Ratdiffe, Nottinghamshire, work has started on a 
technology centre. 

And at Ince, Cheshire, we're testing Orimulsion, a new foe! 
made from water and bitumen. 

We believe all these place PowerGen firmly in the spot- 
light as a leading producer of electricity, not on|y now but 
for the future. 


THE FUTURE GENERATION. 


hwwdbyihtfbw wCw PIiWeMordwCECltltownCCTnMJ a ppw cd tySXIVMHaf Member of igeSccoriik » Alloca tio n ■adBnmclrfadTfaor to ftwreiCcn. 
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C THE ELECTRICITY INDUSTRY 14 j 


THE SIGNING of the coal 
supply agreement between 
British Coal and the power 
companies PowerGen and 
National Power should have 
finally dfHpcn«f any belief that 
it will be easy for the two 
power companies to compete. 

The contracts for most of 
both power companies' fuels 
supplies are virtually identical 
following negotiations that 
were conducted jointly 
between British Coal and both 
power companies. However, 
the final hours of the negotia- 
tions took place in four rooms 
so National Power and Power- 
Gen could hide the finer points 
from each other. 

For both companies the aver- 
age price will come to £1.70 a 
gigjoule - £41.65 a tonne: 
43.5m tonnes for National 
Power, 2&5m tonnes for Power- 
Gen. The brave new electricity 
world sired by then Energy 
Secretary, Mr Cedi Parkinson 
in 1887 has got off to anything 
but a competitive start 

From the outset the power 
companies acted as though 
they believed all Mr Parkin- 
son's rhetoric: that they would 
have freedom to purchase fhels 
form whatever source they 
chose; that the cost of supplies 
would be the key to purchases. 

The reolacement of Mr Par- 
kinson by Ur John Wakeham 
in the summer of 1989 dispelled 
the fantasy. A free-for all on 
coal imports was not be coun- 
tenanced If it meant a further 
wiiKrig of mi na g; particularly if 
it was those operated by mem- 
bers of the Union of Demo- 
cratic Mmeworkers. 

At the same time, puzzle- 
ment began to mist the ener- 
gy's departments' perceptions 
on electricity generation eco- 
nomics. The CEGB has been 
extremely profitable for years, 
90 per cent of energy genera- 
tion was either from British 
Coal or from nuclear stations; 
the nuclear stations were 
rambled as being heavy 



Coal power station at Putter's Ferry, Runcorn: the new contracts ofistr Brffish Coal a fornmla tar survival beyond fit* next etochoa gas 


est payments are included. 
Most dramatically, in North 
Yorkshire (which includes 
Selby) a high £L88 per gigjoule 
rises to £2.29 per gigjoule. 
Selby, whose four mines lost 
£l23.4m in 1988-89, has still to 
perform anything like satisfac- 
torily. 

However, assuming that the 
mines can tom the comer, par- 
ticularly with £5bn to 7bn of 
debts re-financed (the figure 
being, suggested by the Energy 
Department as an outcome of 
the coal industry bill), the 
ubiquitous and growing envi- 
ronmental concerns present it 
with a tough passage through 
the rest of the century. 

Reports from the power cam- 
are suggesting that they 
not wish to finance con- 
struction of 12.00QMW of fine 


The future for Britain’s collieries remains uncertain 

Slow start for brave new world 


desulphurization equip- 
Bntau 


loss-makers for the CEGB. 

Could it be that the CEGB 
owed its profitability to the 
famously unprofitable British 
Coal? In consequence; it was 
felt Impolitic and possibly 
uneconomic to dissolve the 
forced marriage between Brit- 
ish Coal and power generation 
in wn giatMi ««ii Wales. 

That decision made, the 
power companies were shocked 
at both the price they had to 
pay for British coal as wen as 
the volume contained in the 
contract which is to cover 
299098: 70m tonnes in each of 
the next two financial years 
and 65m tonnes in 1992-93. 

Although much has been 
■maria of the aTLrrig ht negotia- 
tions that ftnaUnari the riatafla 

of the contract, the large vol- 
umes and price for the coal 


was effectively dictated by the 
Energy Department back in 
November 1989. The i mp er ativ e 
was to give British Coal a rea- 
sonable chance of successful 
operation to enable it to be pri- 
vatised sometime in the early 
1990s. 

The contract, combined with 
the terms of the Coal Tnrin ah y 
Bill currently making its way 
through Parliament, offers 
British Coal a formula for sur- 
vival beyond toe next election, 
ff the Trades are returned and 
the party proceeds with its 
declared plan of privatising 
British Coal the power compa- 
nies may well fmJ themselves 
obliged to sign much longer- 
term contracts with British 
CoaL Without contracts it 
would be extremely difficult to 
accord British Coal its full 


THE 

NEW 

FORCE 

IN 

POWER 

GENERATION 


Thames Power is the 
new force ki power 


is to promote, develop 
and operate power 
generation projects. We 
wm omraampeotm 
energy supply to 
distribution companies 
and large industrial 


Thames Power has 
one objective— to 
become a major force in 
p o we r g e neration In the 
United Kingdom. 

Thames Power is 
bached by a laihjue mix 
of shareholders: 

BICC, Taylor Woodrow^ 
jh rtomy xnrooor wagg, 
Canadian Utilities and 
Hycfro-Electric. 

Thames Power Limited 
155 Regents Ihrk Road 
London NWI8BB 
• te lephon e 01-722 3373 

THANES 

POWER 

LIMITED 




We are pleased to announce the addition of 
utility consulting staff to our London office 


■ Strat^ formulation 

■ Market analysis 

■ Organisatumal effectiveness 

Brussels Milan 

Franlfort Munich 
London Paris 

and t&rvugboutNmbA*nerica 
andAustralasia 


Competitive analysis 


Cresap Telesis 

a Towas renin co m p any 


CasdewoodHouse 
77191 New Oxford Street 
London WClA IPX 
TeL 01-379 0303 
Fax:01-3797478 


value. A valuation based on 
coal-hbthe^round could prove 
exceedingly small 

Much of the new contract 
confirms what has been the 
practice between the two sides 
for years: quality penalties and 
reject rates and so on. Proba- 
bly the biggest change has 
been the formal Unking of each 
power station with a pit or 
group of pits. These groups did 
not coincide with British Coal 
«yra»ng gr o u ps are for 
more numerous. For the first 

thrift wiinftft, OT at EDOSt groups 

of mines, win be credited for 
their sales on a straightfor- 
ward linkage with quality 
based on the £L70 a gigjoule 
price. 

Previously all British Coal 
mines reoetred that same price 
for their coal mgarriiftM of its 
value to the CaSGELTbero had 
been anxieties that the new 
wmtMrt would wyfw Hmt the 
northeast mines would receive 
a prto* in Him with imported 
prices. Most or the the 
north-east pits thwir coal 
to the Thames power stations 
where imports enter most 
cheaply. IMs would have effec- 
tively threatened these pits 
with iiwmfrmiit closure. 

These new pit groupings 
will, if the next government 
has a Tntnd to sen off British 
Coal piecemeal, form logical 
ftmhr y l tm r O08l wwipftniwft Jinri 


al t ho u gh both British Coal as 
well as tiie National Union of 
Mineworkers, have set their 
faces against competition, 
between mines it is difficult to 
see how it is to be avoided. 

win the new co ntract s see 
more mine closures? British 
Coal riH*tii-wMiT> J sir Robert Has- 
lam ■suggests that a neriod of 
stability wffl desceodani the 
company once the contracts 
have been absorbed and 
implies that the contracts win 
themselves bring about clo- 
sures - 70m tonnes for 199091 
compares with 80.6m tonnes 
consumed by power stations in 
1969. (Almost aU of which was 
taken by the CEGB). Other 
senior Rrttfah Coal ftwaiyiHv p a 
voice the opposite concern: 
that the company will have 
insufficient coal to meet the 
70m requirement. . 

Whatever the fate of the col- 
lieries because of the onwtrg**, 
the performance of British 
Goal at present suggests that 
196990 is not a good year to 
start from. 

For some reason - 
cal problems are given 
hbmiR by Sir Robert — the first 
half if this year pro- 

duced some unappetising 
financial results. For the first 
84 weeks of the tinamrfai year, 
the deep-mined oper ati ng cost 
of £L70 per gigjoule rose to 
£L89 per gigjoule when inter- 


ment needed to help Bi 
meet its obligations to cut sul- 
phur wwtwtww 

They threaten Sow sulphur 
impor ts as an a l t ernativ e. This 
route on its own simply would 
not be enough 1Tn1 «* ga the UK 
displaces all the 70m tonnes in 
the current contracts with 0.75 
per cent sulphur imported coaL 
While the pleading of the 
power producers appears to be 
in t ended to decide who pays 
for the fine gas desulphurisa- 
tixm rather than on whether it 
is built at an, it is clear that 
the problems of British Coal 
get worse as the 1990s proceed. 

Much of tTl ° fnn w w i luring 
. voiced is how the UR meets its 
1983 sulphur emission targets 
with I2.000MW of flue gas 
desulphurisation ~ being just 
one route suggested. 

By 1998 some 50m tonnes of 
control win be required either 
through flue gas ripsnipfrn rfc”- 
tkn or gas burning or low sul- 
phur coal imports or by the 
introduction of more benign 
coal-burning technologies, to 
meet the targeted 40 par cent 
cut an 1980 emission levels. By 
2003, 70m tonnes would be 
required to meet the target of a 
60 per cent wit 

Fbr British Coal's higher sot 
phzzr mala an option to go the 
fluegas riflRnipii n r ta itinw route 
of at least for introduction of 
new coal burning plant is 
if it is to st ay abigfr- 
votLume supplier. 

This will require a vast 
investment and It is itifBmit to 
see the new power companies 
providing it 

Gerard McOoskey, editor. 

International Coal Report 


PRIVATISATION AND PUBLIC SPENDING 


Pricing the 



PRIVATISATION is a lucrative 
business. Some Mtimate that 
the Government will have 
reaped £26.8tm in privatisation 
proceeds by the year end. 

The Government, however, 
ifenift; ]t is sftTHng off the fan- 
fly s ilver - alt houg h the sums 
involved are large enough to 
have quite an impart an its 
Bnaii policy. 

Far a start, it argues that tits 
money has come fro m the 
Intaryiwtinanil capital markets, 
rather than the tax payer. It 
has adopted the free-market 
dogma runs: tritTrutTwriTTg 
competition to fhrmeriy state- 
run industries awakens pro- 
ductivity, and leads to greater 
efficiency, consumer choice 
and share ownership. 

While British Airways and 
British Telecom among others 
are acknowledged to have 
made great strides on this 
front; other privatisations have 
been subject to criticisms that 
efficiency and competition 
have been sa cri ficed to the 
easy transfer of ownership. 

Mr Nigel Lawson, the ex- 
ChanceDor, denies it "Privati- 
sation has transformed a sub- 
stantial sector of the British 
economy and brought about 
the largest extension of share 
ownership that we have ever 
seen in Britain. These achieve- 
ments stive He to the accusa- 
tion that the only reason for 
privatisation was to raise 
money for the Exchequer." 

As the financial markets gird 
themselves for the biggest prt 
vatisatian yet, there still prom- 
ises to be some healthy contro- 
versy along the same lines. Mr 
John Wakeham, the Energy 
Secretary, has announced large 
cross-subsidies for industrial 
users, and the pegging of elec- 
tricity charges to Just above 
the rate of Inflation. These 
price controls have drawn 
accusations that he is main- 
taining an momen- 

tum towards privatisation 
It is now possible that the 
public is so used to privatisa- 
tions that there wm be less 
grumbling over the remaining 
pieces of family silver in the 
1990B. 

Analysts are worried that 
the subsidies could result in 
redneed profits far the two gen- 
erating companies. National 
Power and PowerGen, which 
are to be sold in February next 
year. However, the subsidies 
are not expected to have an 
Impact on the privatisation 
proceeds issuing into the 
Exchequer from the win of the 
electricity industry in England, 
Scotland and Wales. 

Mr Anthony White, at James 
Capri, lead hroker to the Gov- 
ernment, says that the total 
book value of the industry & 
about 232bn on current cost 
toms. 



John Wakahni: subsidy oflar 

Market estimates for the rev- 
alues of the sale range from 
£9.5bn (by UBS Phillips and 
Drew, adviser to the Scottish, 
board) to about £l2bn (by 
James Capri). The fact that the 
Industry has a yield of only 3 
per cent (aftertax profits as a 
percentage of assets) results in 
the big discrepancy between 
book value and the estimated 
sale revenue. As a nationalised 
industry, the aim was to max- 
imise its asset base, not profits. 

Brokers reckon the Govern- 
ment win inject about cum of 
debt prior to sale. This win 
increase initial revenue - but 
reduce the equity value of the 
companies afterwards. “The 
bigger the Initial debt Injec- 
tion, the bigger the risk for the 
shareholder,” James Capel 


The Government, together 
with brokers, is able to offer a 
dear analysis of the impact of 
the electricity sale on its 
finances. Some confusing 
accounting conventions must 
be dealt with first the treat- 
ment of privatisation revenues 
to the Government accou n t s is 
a curious one, according to Mr 
Matthew Bishop and Mr John 
Kay of the London Business 
School 

Historically, purchases of 
shares ami assets were treated 
In the national accounts as 
jwhHc expenditure, rather than 
investment This convention 
provided the basis fee: classify- 
ing all sales of public assets 
and shares as the reverse of 
their purchase, as negative 
public expenditure. 

.That curious convention 
aside, details of the -Govern- 
ment's spending plans have 
been revealed in the 1990 Bud- 
get But the proceeds of the 
electricity privatisation had 
been taken into account 
already, in the medium term 
financial strategies (MTFS) of 
the last two Budgets. 

In the 1999 MTFS, the Gov- 
ernment’s intention to make 


silver 


public spending fall to 3&5 per 
cent of national income by 1996 
was made clear. Mr Mgri Law- 
son set public expenditure 
planning totals until 1993, and 
said that public spending, 
excluding privatisation pro- 
ceeds, would rise by an aver- 
age 1% per cent a year.. 

^The estimate of privatisa- 
tion proceeds, is unchanged , at 
£Sbn a year,” he said. 

The government's sale of 
electricity will be play a big 
nfle to meeting the estimates: 
the 12 area boards to be sold in 
November of the next financial 
year could raise £Sbn (5£bn, 
UBS PAD); toe two generating 
boards to toe foOowtog Febru- 
ary, could raise £5bn (&5bn. 
UBS PAD); and the Scottish 
board in May or June could 
raise £lhn. 

The cost of the sale could be 
about £20m, but could cost 
much mare if the Government 
gives a “green dowry” to help 
reduce pollution in coal-fired 
generators. The second call for 
the water sale is doe to July, 
and will raise £1.5bn. Rover 
and Girobank will raise 
£25(1000, and British Telecom 
an additional £8bn, says Mr 
Nigel Richardson, economist at 
Warburg Securities, the Lon- 
don investment house. 

At UBS P&D, analysts say 
the Government will only jut 
meet its £5bn target for the 
next financial year. The pro- 
ceeds of water and the first 
electricity sale will net just 
£4JSbn, unless toe Government 
"ups toe first part-payment for 
electricity,” says Mr John Wil- 
son, privatisation analyst for 
both water and electricity 


Without the privatisations, 
the Government could not 
have reduced the ratio at pub- 
lic spending to national 
income: to three years, 1982, 
1966 and 1987, it met targets 
"only as a result of the inclu- 
sion of privatisation proceeds,” 

Mr Bishop, says. 

In present stock market con- 
ditions, the sale should be a 
success and the proceeds 
should Sow into the Exchequer 
as planned. Experts are also 
sure that the Govern m e n t has 
no immediate need of £i2m. 

“The go vernm ent isn’t des- 
perate for liquidi- 
ty .. . though the cash does 
come to useful for paying off 
the national debt," Mr Richard- 
son says. • 

This makes the accusations 
.of selling off toe family silver 
rather redundant, economists 
say. As the Goveauncmt is run- 
ning a budget surplus, it is- the 
.free-market dogma rather than 
public spending which- has 
forced toe sale of public assets 
to the private sector. 

Rachel Johnson 



maintenance in the 1930’s: 60 years on DgM is 
being shed on the methods for privatisation of the Industry 

FLOTATION MECHANISMS 

Water sale sets 
fine precedent 


DEVISING the mechanism for 
the privatisation in the 
autumn of toe 12 area electric- 
ity supply companies would be 
a pretty hard slog had last 
November's flotation of the 
water companies not been such 
a big 

Ihe smoothness of the water 
share «mtw. fa particular tfa 
enthusiastic buying that 
emerged for the retail part of 
the ' float even in the teeth of 
vigorous debate about the 
ihts and wrongs of selling 
the industry, makes water a 


It is early days yet The Gov- 
ernment's advisers have been 
too busy tofitog over toe 
tal structure of toe area 
companies and the generators 
in the run-up to the new 
regime which begins next week 
to have any final deci- 
sions on the uni* and bolts of 
top flotation. 

As for as the area companies 
got it is hard to imaging Klain- 
wort Benson, the Govern- 
ment's ' financial advisers on 
electricity, diverging too for 
from the trail biased last 
autumn by Schraders. 

This is in spile af the fact 
that, about two years ago, 
Kleinwort was advocating a 
different method of tackling 
the problem of how a clutch of 
separate regional businesses 
should best be made appealing 
to the public. 

The basis of Schroders’ 
method was an underwriting 
-by institutional investors jof a 
package af shares in aU the 
companies, and the simulta- 
neous sale of separate shares 
to each of them to the public. 

. By contrast, Kleinwort had 
earlier advocated the “explod- 
ing share” or "star-burst” 
mechanism: rejected by toe 
Government, some time ago, 
but not quite dead ahead of the 
expe rien ce of water. 

The idea here was that inves- 
tors would be offered a s in gl e 
share which would after a few 
years “explode" into shares in 
afi the companies. But between 
flotation and the explosion, 
investors would have the 
option to convert it into shares 
in their local regions. 

This was said to have two 
main advantages over the 
alternative plan. First, it 
removed from the merchant 
bank responsible for the offer 
the onerous and hazardous 
task of trying to price each 
individual company so that it 
was just as attra c tiv e as the 
rest. This judgement would be 
left up to the market as the 
share was broken up. 

A related advantage was 
that, since all in vest o rs would 
initially buy the same share, 
they would all see it achieve 
the same premium tn first deal- 
ings. This would avoid public 
annoyance that might- emerge 
if shares in some 
traded at rignfflea 
levels than others. 

As matters turned out with 
the water flotation, shares to 
certain of toe companies have 
indeed come to trade at appre- 
ciably higher levels than oth- 
ers- yet there has been no 
outcry from private investors. 

The silence probably owes 
much to the fact that shares in 
dU toe companies have risen to 
good premiums. Additionally, 
the differentials between the 
performance of the various 
companies were w ithin , a rea- 
sonably narrow band at the 
outset; divergencies since owe 
much to the substantial s takes 
taken to some companies by 
the Ranch water companies, 
tost this background, a 
offer of separate shares 
in each the 12 distribution 
boards seems almost. Inevita- 
ble. ft could be expected that 
as in water, all the shares will 
b esoMata com mo n pHw» ' w*fo 

nies built into the numberkof 
shares and the yields. 

In the. case of water, there 


was substantial “public aware- 
ness” advertising ahead of the 
flotation to make sure every- 
one knew the identity of the 
local water companies. 

However, with the area elec- 
tricity companies one may well 
see less of tbia. This is because 
research suggests that some 80 
to 90 per cent of people are 
aware of the industry's Iden- 
tity. That, however, is no Indi- 
cation of popularity and a gen- 
erous package of incentives to 
encourage local buying of the 
companies seems inevitable. 

The institutions are again 
likely to be asked to under- 
write a package of shares; but 
crucial to the market perfor- 
mance of the shares will be 
how they choose to allocate 
funds after dealings begin. 

One factor they are not 
expected to be taking into 
account is which of the area 
companies qualifies to join the 
FT-SE 190, an index of the big- 
gest UK stocks to which cer- 
tain institutional funds link 
their performance. 

The 12 companies are expec- 
ted to be worth about £5bn In 
total roughly the same as 
water. Individually their worth 
is likely to be much closer 
together, ranging between 
about £300m and £700m. So, 
unlike the biggest water com- 
panies, none looks hke a poten- 
tial FTSE-100 recruit 
The significance of this can, 
however, be overplayed. Afl of 
them win be joining the wider 
FT-A AH Share index, which is 
more often used as a stock 
market measure. So none 
seems likely to be overlooked 
purely on the grounds of size 
when institutions come to 
work out how to allocate their 
weighting in the sector. 

Thinking about the mechan- 
ics of the flotation of NatPower 
and PowerGen, scheduled for 
February next year, is bound 
to be an even more embryonic 
stage. 

That both of the generators 
would be sold simultaneously, 
refle ctin g the desire on both 
their parts to come 
ahead of the nest 
turn, was confirmed rally a few 
weeks ago. The character of 
the flotation changed last 
November when it was derid ed 
to keep nuclear power in the 
public sector rather than put- 
ting it into National Power — 
thus reducing the size of that 
company and making it more 
similar to PowerGen. 

AU sorts of questions about 
the flotation have yet to be 
answered, including the most 
basic one of whether investors 
wUl be granted the nh oto of 
buying one or two companies 
or be compelled to invest in 
both. 

It seems a fair speculation 
that the latter cause will be 
pursued. This is because if 
investors were allowed to 
choose, the pressure would be 
on to make sure both of them 
were over-subscribed, and this 
woul d tend to exert downward 
pressure on the proceeds. 

As suming dual investment is 
compulsory, one would expect 
them both to be sold; hke toe 
area companies, at the same 
shar e price, with differences in 
size reflected in different num- 
bers of shares. This is because 
the company sold at the lower 
share price would look 


WRh flotation de tails for the 
En glis h , and Welsh companies 
undecided, it is doubtful u Bar- 
days de Zoete Wedd, the Gov- 
ernment's advisers on the sale 
of toe Scottish industry, sched- 
uled for May or June 1991, 
have got down to the minutiae. 
- - Although this -is the mmiw 
partofto&op^ratotowitii pro- 
.ceeds expected to stand at 
about £lbn, it is likely there 
^ be- a ifetafl-partkin with a 
^blas. towards ; encouraging the 
'Scottish customer to invest 

Clare Pearson 
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When the European Atomic Forum (Faratom) was formed in 1960, Western Europe's first nudear power station 
bad been operating for four years. 


Of course, generating electricity from nudear energy is a complex subject It is also an emotionally charged 
issue. Views are often formed with little understanding of the fa cts. The British Nudear Forum has produced an 


By the end of 1988, 156 nudear power reactors were connected to national grids and meermgover 37% of informarion pack to he^> widen understanding of the key aspects of nudear generated power 


electricity demand in the 13-country Focatom area, at costs which compared favourably with those generazed by coal 
and oil-fired power stations. 


If you would like a free copy telephone 0(8)1-205 7090 or for further information write to John Gittus at the 
British Nudear Forum, 22 Buckingham Gate, London 5W1E 613. 

BRITISH NUCLEAR FORUM The Vbke of Britain’s Nudear fewer Industry 
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David Thomas opens some of the doors to the new structure of the industry 

Throwing light on dimly lit areas 


THE NEW structure of the 
electricity supply industry in 
England and Wales is almost 
complete. It has been nailed 
into place plank by plank 
behind closed doors In White- 
hall. The Department of 
Energy has not placed a high 
priority on telling the outside 
world how the new system will 
operate. What follows is an 
attempt to answer some of the 
more obvious questions. 

• When does the new system 
come into operation? 

On March 31. the industry’s 
“vesting day ” all the new com- 
panies come into formal exis- 
tence and the new market for 
electricity operates. 

• Which ore the new compa- 
nies ? 

There are three generators: 
National Power and PowerGen, 
which will run the fossil fuel 
power stations; and Nuclear 
Electric, which will be respon- 
sible for the nuclear stations. 
The 12 area electricity boards 
are mutating into 12 area sup- 
ply companies. The National 
Grid Company will run the 
national grid. 

• When wiU these compa ni es 
be sold? 

The area companies are to be 
sold in the aut umn, probably 
in November. The National 
Grid Company is jointly owned 
by the area companies and will 
pass into the private sector at 
the same time. National Power 
and PowerGen areto be sold 
next 


remain in the public sector. 
(The two Scottish electricity 
companies due for privatisa- 
tion are to be sold after 
National Power and Power- 
Gen). 

• Is there to be a free market 
in electricity? 

No: there will be substantial 
restrictions on competition, 
although the Government says 
that most of these will be 
removed after eight years. The 
new system will be regulated 
by Professor Stephen Little- 
child, director general of the 
O ffice o f Electricity Regulation 
(OFFER). He assumes full 
power on vesting day. 

• WiU I be free to shop around 
for an alternative supplier of 
electricity? 

If your maximum demand is 
less than 100KW - which 
means almost all households 
and many small businesses — 
you will be entitled to be sup- 
plied according to a published 
tariff by your local area com- 
pany. You may negotiate an 
individual contract with your 
area company, although few 
small consumers are 
to take advantage of this. After 
March 1998, you may obtain 
electricity from other suppli- 
ers. 

If maximum demand is 
between 1Q0KW and 1MW - 
most small businesses - you 
will be entitled to a tariff sup- 
ply from your area company. 
You may negotiate an individ- 
area 


company. After March 1994, 
you may receive electricity 
from other suppliers. 

If maximum demand is 
between 1MW and 10MW - 
most medium sized businesses 
- you will be entitled to a 
tariff supply from your area 
company ami can negotiate a 
contract with your area com- 
pany or any other supplier. 

If your maxftmim demand is 
over 10MW - a large electric- 
ity user - you must sign an 
individual contract with a sup- 
plier, either your area com- 
pany or any other supplier. 

• WiU prices be controlled? 

Up to a point. There are 
three price control formulae 
which constrain price rises at 
various paints in the ind us tr y. 
These follow the RFI-X pattern 
pioneered in previous privati- 
sations. However, toe industry 
is allowed to pass the bulk of 
its rastg, and in particular its 
fuel costs, to the customer. The 
Government says that about 36 
per cent of a consumer’s final 
electricity bill is subject to 
price controls. The Govern- 
ment hopes that toe new com- 
petition in the industry will 
help to keep down remaining 
costs. 

The Government has 
announced some initial ad hoc 
price controls, to enhance eleo- 
trkdty privatisation’s popular- 
ity. The area companies have 
announced price rises above 
inflation for h«msahn\d °"d 
small business customers for 


Scottish Power and Hydro-Electric, the new Scottish 
etectriciiy companies, generate, distribute and seff electricity 
- all the way from the power station to the plug pofenL 
Scottish Bectricfty - an industry with a difference. 

How so? 

WeH, in addition to integrated production and supply we’re 
quite distinct in other ways toa 

We have the capacity to export electricity south of the 


1990-91. But the Government 
has told the area companies 
not to Increase their prices on 
average by mote than inflation 
up to March 1991 

The Government restric te d 
price rises for large industrial 
users to the Inflation rate for 
1990-91- Most area companies 
have ofEered many large indus- 
trial users substantial price 
cuts. 

• Wharfs the nuclear levy and 
can 7 avoid paying it? 

Suppliers of electricity are 
obliged to buy some electricity 
generated from nuclear power 
stations and a few other rela- 
tively minor non-fossil fuel 
sources. Nuclear power is more 
expensive than electricity gen- 
erated. from fossil fuels. 

The levy, known technically 
as “the fossil fuel levy,* 
bridges the cost gap between 
nuclear power and fossil fuel- 
based power. It will be a levy 
on suppliers: they will pass it 
to users. 

The levy is to be set at 10.6 
per cent of toe cost of electric- 
ity. The Government expects 
the levy to fall by about one 
third over eight years. A com- 
pany will not pay the levy on 
electricity it generates for its 


• Who can supply electricity? 

In theory, just about any 
organisation, as long as it 
receives a special licence ("a 
second tier supply licence”) 
from OFFER. In practice, sup- 
pliers are likely to be restricted 


to four main categories: the 
area supply companies; 
National Power and PowerGen; 
large users of electricity who 
generate their own electricity 
and wish to sell a surplus and 
a new batch of independent 
generators which the Govern- 
ment hopes will rush to take 
advantage of the new regime. 

Area companies will not be 
allowed to supply more than 15 
per cent of their demand for 
electricity from power stations 
in which they have an e qui ty 
stake. National Power and 
PowerGen will not be able to 
capture more than IS per cent 
of demand in any area - the 
limit will be increased to 25 per 
cent in March 1994; and abol- 
ished in March 1998. 

• Who can generate electricity? 

In theory, fast about any- 
body. But tiie Energy Secretary 
has to grant permission for any 
new power station over 50MW. 
Most generators operating a 
station over IGMW wfll need a 
g ener ating licence from 
OFFER, unless the station's 
main purpose is to supply 
in-house electricity or that of a 
single on-site customer. 

• Bow wiB suppliers pay gen- 
erators for their electricity? 

This is where the comnhca- 
tions begin to mou nt. Almost 
all transactions between gener- 
ators and suppliers will pass 
through the “pooh” which will 
be administered by the 
National Grid Company (NGC). 

Generators must declare to 


the NGC every day toe price at 
which they are supplying elec- 
tricity from their power sta- 
tions for each half hour of the 
following day. The NGC 
chooses the cheapest power 
stations which taken together 
can meet demand in every 
half-hour. 

All generators will be paid 
for their power the price 
demanded by the highest 
priced station in operation - 
tins is called “the system mar- 
ginal price" - phis a capacity 
element The NGC then adds a 
number of charges, Including 
for transmission, before, billing 
suppliers. 

• How tea contracts fit into 
BBs structure? 

In order to hedge their risks 
against volatility in pool 
prices, large users and suppli- 
ers of elect rici ty are likely to 
enter contracts similar to those 
which exist in other wrmmnti . 
ity antf fanri^Bl maricff f y 

These contracts could, for 
example, guarantee that users 
or suppliers would not have to 
pay more than a set mice for 
electricity, even If the pool 
price goes above this set price. 
They would pay the generator 
additional fixed payments for 
tiie benefit of these contracts. 
Several types of contract are 
expected to emerge and a mar- 
ket In the finawriai instru- 
ments, akin to other commod- 
ity markets, could develop. 

• Why is the new system aBso 
complicated? 

Pass. Anyone wanting more 
detail ahonid wm i B iit the clear- 
est description yet published of 
tote new electricity struct ur e: 

Reshaping the Electricity 
Supply Industry in England 
and Wales. Anthony White, 
James Ca pel € Beats Marks, 
London ECSA t JO 


PROFILE: Professor Littlechild 

Academic in 
the hall of the 
private sector 


bottler every day off away week. 52 weeks a yeat Yet stffl cater 
fully for Scotland's needs. 

Our Scottish engineering and management ekffie are 
recognised throughout the industry and beyond. 

And our cfiverae range of fuete- hydro, 0081,03, gas and access 
to nuclear - means that wefce not refiant on any one sounsa • • 

All things considered, at ScottlshPower arid Hydro- Bectric, 
we have a great deal going for us. As time wffl telL 


MUCH OF the responsibility 
for overseeing Britain’s elec- 
tricity industry during Its first 
years in the brave new world 
of the private sector will fall on 
the shoulders of Professor 
Stephen Uttlechfld, a quietly 
spoken economist from Bir- 
mingham University. 

Prof Littlechild will assume 
his full powers as Director 
General at Electricity Supply 
and bead of the Office of Elec- 
tricity Regulation (OFFER) 
next week after vesting day. 
His job as regulator of an 
industry in its post-privatisa- 
tion phase has clear prece- 
dents, «nn«* a rimflgr path was 
followed in toe cases of tele- 
communications, gas and 
water. 

Prof Littlechild, aged 46, 
knows something of these 
other industries from his life- 
long work an the economics of 
regulatio n ^ of the national- 
ised friring tT j pfi, 

He helped to shape the path- 
breaking regulatory regime for 
British Telecom, toe tost pri- 
vatised utility in Britain, by 
writing a report for the Gov- 
ernment which recommended 
the “RPI-X” pricing formula. 

He has supplemented thi« 
academic work with an eight 
year stint on the Monopolies 
and Mergers Commission, 
where be participated in the 

commission’s reviews of the 
two Scottish electricity boards 
and of competition in the 
industrial gas market 

The new electricity regulator 
sees important differences 
between his position and that 
of the other regulators. 

The structure of the electric- 
jty industry is radically differ- 
ent from that of other priva- 
tised industries, especially 
telecommunications and gas 
where the regulators have had 
to en courage the emergence of 
fledgling competitors to domi- 
nant, quasi-monopoly suppli- 
ers. 

OFFER wiU oversee 19 priva- 
tised electricity companies, 
iiinfa its remit ***tpnA« to Scot- 
land awl to tlw» nnclfar indus- 
try, which will be remaining in 
public sector. 

None of them will tower 
above the industry in the way 
♦fiat British Telecom and Brit- 
ish Gas Srmfnate thrir respec- 
tive domains. 

Prnf TJHrfprfifM believes tidS 

will have implications for his 
method at working. 

“The fact that we have a 
large number of companies 
with differ e n t i n tere s t s means I 
will he acting more as a referee 
between them, rather than in a 
David versus GoUato situation. 
■My job wfll he to adjudicate 
between the parties, rather 
than to take up the burden of 
overseeing one major 
licensee, " be says. 

There is an important 
respect in which Prof Little- 
child believes he faces an 
pjwrier taafr than the regulators 
erf other privatised industries 
- access to information. The 
early years of privatisation in 
soma industries, notably gas, 
have been marked by aenmonir 
ons battles by the regulator to 
obtain information on items 
such as cost. 


the same interests now. They 
each have an interest in secur- 
ing as great a share of the mar- 
ket as possible. From what I’ve 
seen I don’t think they are act- 
ing in a collusive way at all” 

Another worry is that the 
spate of announcements by 
National Power and PowerGen 
of new gas-fired power stations 
js intended to keep out inde- 
pendent generators, which the 
new industry structure is 
intended to encourage. 

OFFER knows of about 17 
proposals for new gas-fired 
power stations, most of which 
do not involve either National 
Power or PowerGen. 

Prof Littlechild sees no rea- 
son to believe that the parallel 
proposals by National Power 
and PowerGen are intended to 
crowd out the market. He 
points out that building gas 
stations is a sensible strategy 
for the two generators, since 
they are cheaper and more 
flexible than large coal-fired 
stations. 

“I cannot interpret their 
rfpr-TginriB on thia score as anti- 
competitive. If they were to 
build too much plant, that 
would Inevitably depress the 
prices they could charge.” 

Although Prof Littlechild 
believes there is scope for com- 
petition on price between the 
players in the new electricity 
market 

He accepts that the prices 
charged by the different com- 
panies will inevitably tend to 
be fairly similar, since electric- 


Prof 


The Government has 
learnt the lessons of 
earlier battles 


Prof Littlechfld Bays the Gov- 
ernment learnt the lessons of 
these battles, writing into the 
licences governing the players 
in the privatised electricity 
industry strong requirements 
to mate information available. 
“I don't anticipate any difficul- 
ties in getting the fai ft matigp 
I need,” he says. 

He believes that the electric- 
ity companies have learnt the 
lessons of previous privatisa- 
tions - that privatised compa- 
nies have tended to emerge as 
losers from battles with their 
regulators, especially if the 
battles land up with the 
Monopolies and Mergers Com- 
mission, the court of appeal. 

“The (electricity) industry 
has accepted that competition 
will take place and is reacting 
positively to the prospect,” 
Prof Litt&dnld states. 

Others — particularly users 
- are more sceptical. They 
point out that the two genera- 
tors in En gland and Wales 
heading for toe private sector. 
National Power and PowerGen, 
were previously divisions of 
the same company, the Central 
Electricity Generating Boards 
Most of their managers are 
life-long CEGB employees, 
deeply imbued with its bureau- 
cratic, monopolistic culture. 
Knowing each other's cost 
structures back to front, the 
generators win not even need 
to inert in smoked-filled rooms 
to ensure that competition 
between them Is less than 
cutthroat. 

Prof Littlechild pours cold . 
water on fears of even tacit 
collusion between National 
Power -and PowerGen. 

“The tact that they were . 
once part of the same company 
does not mean that they have 


ity is an undifferentiated com- 
modity . But he believes that 
there will be plenty of opportu- 
nities for competition on other 
fronts. 

One is in terms of energy 
conservation. Painting to US 
experience. Prof Littlechild 
predicts that electricity compa- 
nies will begin to soy to large 
users: “If you take your supply 
from us, we will help you cut 
your usage.” 

Another field of competition. 
Prof Littlechfld argues, will he 
the offer of contracts tal- 
tor made to a particular user's 
needs: some users might prefer 
a one-year contract, for exam- 
ple, while others would plump 
for a seven-year deaL 

Prof l ittlech ild is busy build- 
ing up OFFER'S strength. He is 
about three-quarters of the 
way to his target of having 220 
sta ff in po st 

OFFER will be based in Bir- 
mingham, but over half Its 
staff wfll be in regional 
which will bear the initial 
brunt of any complaints about 
the new regime. 

His main official fimcflons 
are clearly defined in the priva- 
tisation legislation and 
include: 

• Price reviews: OFFER will 
ensure that the privatised com- 
panies abide by the terms of 
the three price control formu- 
lae (the “RPl-X" formulae) 
which will govern the indus- 
try. 

One applies to the transmis- 
sion activities of the National 
Grid Company (NGC), while 
the other two cover the distri- 
bution and supply activ ities of 
the area companies. 

OFFER is likely to review 
the entire basis of NGCs price 
formula after three years and 
of the area companies’ former 
lae after five years. 

a Per formance standards: 
OFFER has powers to specify 
sums which the area compa- 
nies win pay to tariff c usto m- 
era if standards of service fen 
below set levels. 

These performance stan- 
dards will cover areas such as 
the length of time customers 
are disconnected from the sys- 
tem. . 

All customers with demand 
of less than 1QMW can be tariff 
customers and the great major- 
ity of small users will be. 

• (^repetition: Prof Little- 
child will oversee what is 
inte nded to be the carefUDy 
structured emergence of com- 
petition in the industry. 

He will try to ensure that the 
electricity companies do not 
distort .competition through 
cresseubrtdtes. 

David Thomas, 

Resources Editor 
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